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em COLUMBIAN 
CARBON COMPANY 


Eighty-Ninth Consecutive 
Quarterly Dividend 


The Directors of Columbian Carbon 
Company have declared a regular 
quarterly dividend of $1.00 per share, 
payable March 10, 1944, to stock- 
holders of record February 11, 1944, 
at3 P. M. 

GEORGE L. BUBB 


Treasurer 











“CANADA DRY” 


Dividend Notice 


At the meeting ef the Board of Directors of 
Canada Dry Ginger Ale, Incorporated, a Del- 
aware Corporation, held January 25, 1944, a 
dividend of twenty-five cents (25¢) per share 
on the common stock was declared, payable 
March 9, 1944, to stockholders of record at 
the close of business, February 24, 1944. 
Wm. J. WILLIAMS, Secretary 











@) CONTINENTAL 
CAN COMPANY, Inc. 


The first quarter Interim dividend of 
twenty-five cents (25¢) per share on the 
common stock of this Company has been 
declared payable March 15, 1944, to 
stockholders of record at the close of 
business February 25, 1944. Books will 
not close. 


SHERLOCK McKEWEN, Treasurer. 











DETROIT, February 7, 1944—Continental Motors 


° : *) a: 0 Corporation reports net profits, before audit, for 
Post-War Potentials in the Building Stocks. the fiscal year ending October 31, 1943, of 
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Attention 
Treasurers! 


Leading corporations run their 
current dividend notices with us! 
They know that ALL of our read- 
ers are stockholders of record, 
seeking investment for their sur- 
plus funds. 

What better audiences could 
you possibly find to place your 
dividend notices before? 

This is an inexpensive way to 
build permanent stockholders—to 
build confidence among security 
holders in your company and its 
current management. 

Why not schedule your next 
dividend announcement with us? 
The cost is but $1.00 per line! 


Circulation analysis on request. 


Address Advertising Department 
90 Broad Street New York, N. Y. 
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The changes effected by the war in Great Britain's external financial relationships constitute 
one of the most significant developments of our time. Due to shrinkage of income from invest- 
ments and to increasing industrialization of agrarian nations, the English will have to fight for 
export trade harder than ever before or suffer a decline in living standard. The alternatives 


are agreed spheres of trade, or intense competition with the U. S. and others. See page 496. 
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AS @R OAD AS 


CIVILIAN SUPPLY WAITS. . . Only a few wecks ago, 
partial resumption of a wide range of civilian goods pro- 
duction, by reason of mounting materials surpluses, was 
hailed enthusiastically as an early prospect. Today, civil- 
ian programs appear to be “hung up.” The War Pro- 
duction Board has postponed implementation of various 
civilian schedules and the much discussed smail plants 
program. Obviously, the military stand against partial 
reconversion has prevailed. This stand seems primarily 
based on fears of a let-down in home morale, and possible 
difficulties in returning to peak war production should 
military developments so require at some later date. 
Their watchword is that we cannot afford to gamble with 
the success of our forthcoming invasion. 

With that viewpoint there can be no quarrel; our 
Armed Forces have a right to expect fullest cooperation, 
and fullest implementation of their plans on the home 
front to assure that margin of safety needed for victory. 
Yet it appears that this consideration was not the only 
factor responsible for the sudden reversal of ou. policy. 
Indications point to important subsidiary reasons, most 
Important of which is the fact that the Government is 
finally meeting up with reconversion realities and is find- 
ing them extremely difficult, therefore preferring to post- 
pone definite decisions until a more clear-cut basis for 
action has been established. This basis we will have, 
once we know how the forthcoming invasion of Europe 
is faring. The WPB has discovered that resumption olf 
competitive manufacture of banned civlian goods cannot 
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The Trend of Events 


question of justice but of war industry morale, and the 
WPB as much as admitted its difficulties in finding a 
suitable formula to proceed with. Meanwhile the entire 
problem threatens to unloosen a stiff battle in Congress 
and mounting complaints of increasingly spotty employ- 
ment, created by widespread cutbacks, may ccmmand 
considerable public support when the show-down is at 
hand. The controversy may reveal interesting political 
under-currents. This being an election year, chances are 
that a compromise may well be forced to the extent per- 
mitted by purely military considerations. 


POST-WAR EMPLOYMENT... All groups of our 
people are fully agreed on the necessity of maintaining 
a high level of employment after the war, though there 
are natural differences of opinion on the ways and means. 
The problem already is under active public discussion— 
but with a tendency in many quarters both to exaggerate 
its proportions and over-simplify its character. 

In the interest of straight thinking, two points need to 
be stressed: (1) The solution of the problem will not 
more than partly center in “industry,” as that word is 
commonly and carelessly substituted for the more accu- 
rate word “manufacturing.” Under the most optimistic 
post-war prosperity assumptions, it is to be doubted that 
manufacturing for some years to come could occupy more 
than 70 to 75 per cent as many persons as now. At peak 
pre-war business levels of 1937 and 1940, with about 38 
hours average work week, it employed around 60 per cent 
as many people as now. (2) Shifts in existing occupations 

as distinct from creation of new jobs—will go turther 
toward solving the problem than many people allow for. 

Out of war-time maximum of 64 million people gain- 
fully occupied—including armed forces—or seeking work, 





2 be suddenly uncorked, that reconversion must be handled 
| by carefully planned controls to cope with the innumer- 
. able variables encountered, including the important 
r problem of reconversion order. 

: Involved in its handling of the problem is not only the 
. Business, FINANCIAL and INVESTMENT COUNSELORS 
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about 6 million will resume former status of dependency 
or retirement under normal job competition. Ax least 4 
million, possibly more, will shift back to former occupa- 
tions in commercial, professional and domestic services; 
construction, farming, trade, transportation, self-employ- 
ment in small businesses, and other non-manwfacturing 
activities. Military demobilization is expected to spread 
over not less than three years; and thereafter the regular 
forces, plus the supplying of them, will indefinitely keep 
occupied at least 2 million more than pre-war, perhaps 
g million. 

Even in prosperity years, we must allow for an average 
unemployment—mostly temporary—of 2 to 3 million, due 
to seasonal lay-offs, technical changes, etc. Therefore, a 
realistic objective will be to provide gainful occupation 
for an average of around 55 million people in civilian 
pursuits in the early post-war years. That will not be 
easy, since it calls for increase of nearly 20 per cent over 
the employment average of 1940. But it is by no means 
as colossal as many of the amateur “planners” have as- 
sumed it to be. 


REVIVAL IN REAL ESTATE . . . There has been a gen- 
eral upturn in real estate values over most of the coun- 
try, as was to be expected in time of war. Despite excep- 
tions here and there, it is a moderate inflation—probably 
recovery would be a better description—and seems likely 
to remain so. There are various reasons for this. 

Government restrictions on credit and rents discourage, 
if not preclude, realty speculation on any important 
scale. Mortgage debt is going down, not up. In many 
areas buyers, or would-be buyers, of realty know that 
boom conditions are temporary, and set their price limits 
accordingly. In New York and most other cities, the 
most striking phenomenon is an acute shortage of small 
housing units, especially single rooms and two- to three- 
room apartments, rather than any major change in rents 
and realty values. 

Although farm land prices have risen substantially 
from a rather depressed base—notably in citrus fruit areas 
—it does not remotely approach the rise of World War I. 
Present-day farmers remember too well what happened to 
farm prices and land values after that war; are restrain- 
ing their land hunger; and in many cases are cheerfully 
willing to sell out to urbanites who imagine that own- 
ing a farm will provide both old age security and an 
inflation hedge. 

On a national average, realty values probably would 
hold materially above pre-war—though far from spec- 
tacularly inflated—should the nation manage to maintain 
a high prosperity level of employment and _ national 
income. Even so, the potentials would be notably select- 
ive, and strongest in the post-war growth areas cited in 
the article “Our Changing Economic Map” in the issue 
of February 5. Despite some recent acceleration of re- 
covery, an index of New York City realty bonds is still 
well under half of par value, at which most such securi- 
ties were originally issued; and this probably does not 
differ widely from the national average so far as con- 
cerns values of office buildings, hotels and large apart- 
ment houses that were built in the dream days of the 
"20's. 


FOREIGN TRADE . . . Considering all the funeral ser- 
mons that have been preached over its “corpse,” inter- 
national trade exhibits a rather surprising vitality. In 








these days of war-time Government control over every. 
thing entering or leaving the country, one is inclined to 
suppose that there just isn’t any export volume except 
the stuff being poured out through lend-lease. True, 
that is the great bulk of it. But nevertheless it is interest. 
ing to note the recent revelation by the Department of 
Commerce that in 1943 our exports, over and above lend. 
lease, amounted to about $2,617,000,000, approximating 
the average of 1934-1936. 

Whatever our future international political relations, 
it is clear to most people by now that there can be no 
such thing as economic isolation even for a nation a 
uniquely situated as the United States. Important ex 
pansion of our post-war private-trade exports will depend 
on two things: (1) The soundness of the foreign eco. 
nomic policy that we develop and how it is implemented 
through international agreements; and (2) the level off 
our internal employment and consumption. Many peo 
ple do not sufficiently realize that quite a few foreign) 
countries have a self-interest in the second point—as well 
as the first—scarcely less than our own. 

A sustained high level of consumption here would re} 
quire substantially larger imports than ever before olf 
materials not produced—or not adequately produced—in} 
the U. S., and also generate large imports of various lux} 
ury and speciality goods, without too great impact on oup 
employment. Most students of the problem believe it} 
ought to be economically feasible to develop an export 
volume of between $5, and $7 billions a year at a mini- 
mum. But this will require that we have a high employ} 
ment-consumption condition at home, and that we have, 
a policy under which the payments due us from abroad 
are at least approximately balanced by the aggregate of 
the various types of payments we make to foreign na 
tions. Trade, after all, can only be sound as a balanced 
exchange of goods and services, with only relatively small 
differences to be settled via gold transfers. 




























































































THE FOURTH WAR LOAN ... As this is written the 
Fourth War Loan drive is nearing its February 15, closing 
date. Though the time is short, the fact that over-all 
sales are now at 84 per cent of the $14,000,000,000 goal 
suggests a probability that it will be attained, even if noi 
with over-subscription equalling that in the Third Wat 
Loan. However, as was the case also in previous loans 
the pace of purchases by individuals seems to be lagging 
behind that of corporations, insurance companies ané 
savings banks. 

With only a few days to go, individual purchases on 
national basis are at 55 per cent of the $5,500,000,009 
quota. In New York State about go per cent more peo 
ple have bought bonds than during the same period 0 
the Third Loan, but these purchases average $165, 4 
compared with $260 in the previous drive. Are you ant 
we and our neighbors going to fall down on this job 
There’s still a lot of war to be fought at huge cost. An 
it is to the people’s vital interest that we finance th 
monetary cost as much as possible out of taxes and ou 
savings, rather than by more bank-deposit inflation. 

This will be read by you after the drive closes. Tha 
makes no difference. The Government will need you 
savings—for which it exchanges the highest-grade inves! 
ment bond in the world—just as much after Februar 
15 as before. You can buy war bonds at any time. W 
urge you to keep on doing so, not only as a patrioti 
duty but for your own good. 
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TWO WORLD BLOCS? 


BY CHARLES BENEDICT 


Ll: will be too bad if we merely jump at conclusions 
regarding the constitutional changes recently undertaken 
in the Soviet Union, and overlook the fact that the war 
has produced a situation in Russian affairs that would 
inevitably lead to demands for liberalization by the Rus- 
sian people. Also, that this condition coincides with the 
fact that for a long time past the most concrete evidence 
has existed, leading to the conclusion that Stalin is less 
interested in political and ideological movements than 
in economic power. It is surprising that so little cog- 
nizance has been taken of this evidence. 

Therefore, in the interest of establishing a sound basis 
for our judgment in postwar planning—it is unwise to 
see this move as a sinister maneuver aimed purely at 
politically orienting other states in her direction—and 
for the purpose, too, of acquiring greater political con- 
trol of the world. 

To let it go at that would be to overlook the real goal— 
to fail to realize that what has actually happened is that 
Stalin has taken the first step towards building a great 
economic Russian state, and that it called for setting his 
own house in order as a prerequisite—a statesmanlike 
act that can only increase Stalin’s stature and prestige. 

For, actually, while the new Commonwealth of Soviet 
Republics is in the long run likely to dilute the absolute 
power of the Russian state, it will lead to greater rather 
than diminishing power for Stalin. The one-party sys- 
tem remains intact. By adding the ingredient of liber- 
alization at this time, Stalin has most realistically taken 
cognizance of the part free and personal initiative takes 
in the building of a great empire. His admiration for 
the United States springs from this source. 

The Russian policy has always been very flexible— 
based on trial and error. Quick to profit by experience, 
it has not hesitated to take the steps necessary for preser- 
vation and progress—an example that some of our blun- 
dering so-called leaders greedy for power could well emu- 
late. You just cannot turn the clock back. Time flies— 
life, even that of a nation, is never static. 

Whether the steps taken in Russia were the result of a 
stroke of genius, a fluke of luck, or, what seems most 
probable, due to the evolution of a program designed to 
meet all contingencies—it was magnificently timed to take 
care of both Russia’s internal and external needs. 

For, were the object merely to play power politics, no 
such subterfuge would be needed. Stalin’s position and 
Russian power are such that no political embellishment 
is required to cloak any expansionist aim or any power 
play he may have decided upon. Russia’s world position 
can easily be preserved, even expanded, without resorting 
to an internal move of this character, which was bound 
to stir up confusion and fears on the part of friend and 
foe alike. 

Rather, we are inclined to regard Russia’s new consti- 
tutional setup as originating in the necessity for con- 
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cession to internal demands, which Stalin found unsound 
to ignore or postpone. It stands to reason that a wai 
effort such as the Soviet Union is forced to make, with 
all that it means to the individual, no matter how docile, 
must eventually generate tremendous internal pressures, 
even in an autocracy of the Soviet pattern. Such pres- 
sures, once they have become vocal, can be expected to 
reach a climax just before, not after victory, that is at a 
time when a last all-out effort is required in the field. On 
the eastern European front, we are witnessing just that. 
It is a logical juncture, and chances are that the Soviet 
Government realized that it had to act. 

To those who follow such matters, it is well known 
that powerful internal pressure has been building up in 
Russia for some time. Hence, the Russian move in the 
first place may well have been in the nature of an in- 
ternal safety valve, designed to assure the full success of 
Soviet military strategy. 

We know of the enormous sacrifices still expected of, 
and already made, by the Russian people both before 
and after the war. We know of the rising political power 
of the Russian army—the people’s standard bearer. We 
recognize the psychological necessity of concessions and 
rewards, which must be given to a people so sorely tried 
as the Russians have been. (Please turn to page 532) 
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Smith in The Lynchburg News 
“There’s a beautiful mustache coming into your life.” 














- Projecting Security Trends 


Despite strenath in the rail average, which appears headed for a new re- 
covery high, we continue to believe that sustained market advance is 
unlikely in the existing uncertain environment and that investment pur- 
chases for intermediate and longer-term holding should be deferred. 


Bra av... 


In the most recent week 561 stocks advanced and 343 
declined; while 57—or a little over 5 per cent of issues 
traded—made new 1943-1944 highs. ‘The week before, 
407 issues had advanced, 555 had declined, and 68—or 
almost 6 per cent of issues traded—had made new re- 
covery highs. 

It remains, in short, a mixed market in which the great 
majority of stocks for some weeks have been getting no- 
where either way. In such a trading range market the 
hopeful are tempted to read bullish significance into 
“special situation” strength in a relatively small minor- 
ity of issues—among which standard industrials are per- 
sistently missing—and to take comfort in the fact that 
the Dow industrial average thus far is about as indiffer- 
ent to the arguments for decline as to the arguments for 
advance. 

This unexciting scene reminds us of a big dog in quiet 
repose, but with the tail—to which we liken the stocks 
which have been advancing—wagging in not too cooti- 
dent expectation. Who knows? Maybe the tail is point- 
ing the way to a renewed bull market—although we re- 
main unwilling to assume so. 

From November low of 129.57, the industrial average 
had rallied to 138.65 by January 5. Thereafter it “made 
a line” into the first week of February, then—unable to 
carry on—retreated over 4 points to 134.22, from which 
level, as this is written, it has crept back up to 135.41. 
The present level is approximately the same as prevailed 
in mid-December. ‘Thus the net result over a period of 
two months is no runs, no hits, no errors. 

If you look at the utility chart with a microscope you 
will see that fractional advance was enough to take it to 
a new recovery high on February 10—still, the net gain 
in six weeks has been well under 1 point. 

During most of January, commentators spoke of it as 
a market in which the bullishness was confined to sec- 
ondary industrials and to rails. In February, this has 
been reversed; with fewer industrials doing anything to 
attract notice, and with the railroad stocks more com- 
pletely monopolizing the speculative spotlight. 

As the accompanying charts emphasize, the rails since 
the end of November have maintained a much stronger 
and more consistent intermediate rally pattern than has 
the industrial average. Indeed, the rail average—having 
pushed up to 37.46 at last week’s close—is now testing out 
previous bull market high of 38.30 registered last July 24. 

This is interesting in two respects. In the first place, 
it is evident that speculative-investors and traders at last 
are more inclined to recognize the favorable factors and 
possibilities in the post-war rail outlook, after long re- 
garding these issues pretty much as “war stocks.” In the 
second place, a rise of the rails above their previous bull 


high—which now looks like a probability of the near 


future—will pose a rather rare problem of technical in- 
terpretation. 
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There was a time, many years ago, when the market 
story was pretty much the story of railroad stocks. But 
in the present generation the rail average has nearly 
always played second fiddle to the industrials. There 
have been lengthy periods of advance in industrials, 
either without a Dow Theory “confirmation” by the rail 
average or with the rails otherwise over-shadowed. For 
instance, during the most dynamic part of the famous 
“New Era” bull market of the ’g0’s, the rail average 
lagged far behind the industrials. In the 1933-1937 re- 
covery period, the rails—like the heavy steels—were “‘late 
movers.” It was not until the late months of 1936 that 
the rail average came through with a “confirmation” by 
topping the best level that had been made in the initial 
1933 market recovery following the Banking Holiday. 

As a matter of fact, rail stocks—as well as many low- 
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price and quite speculative industrials—attained some 


i really fantastic price-earnings ratios in the late stages of 


the 1935-1937 bull market—at a time when standard in- 
dustrials, especially of better grades, were under pro- 
gressive investment liquidation. 

Regardless of whether the rails make a new recovery 


high in the present instance, we doubt very much—for 


reasons previously discussed in ample detail—that the 
general market will follow along. As we have empha- 
sized before, the technical pattern erected since last July 
indicates formidable resistance levels for the industrial 
average at 138-140, at 142 and at 144-146. 

Judging by the performance so far this year, the lower 


of these resistance levels itself looks like a tougher and 


tougher nut to crack. In this connection, it is worth 
noting that representative brokerage houses, which do a 
large public business, now have on their books an ex- 
ceptionally heavy volume of “good until cancelled” sell- 
ing orders priced above the market by numerous cus- 


tomers hung-up at various levels since late last spring and 


summer. Given a strong and active market, some of 
these would no doubt be cancelled. Given a creeping, 
grudging advance, a majority will be translated into 


sales. Should there develop a sharp decline, on increas- 


ing volume, a substantial percentage would be changed 
to “sell at the market” orders. 

It therefore appears improbable to us that an advance 
of the rail average to a new bull market high will gal- 
vanize the general market—either as represented by the 
Dow industrial average or this publication’s index of 
283 stocks—into a sustained phase of new advance. On 
the eve of fateful war events, we find it very hard to 
imagine that the industrial average, or our more inclu- 
sive index, can at any time this winter or spring match 
last July’s high, much less keep going above it. 

These analyses are written, of course, from the stand- 
point of intermediate and major trend potentials. From 
this point of view, a stronger rally than we presently 
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anticipate—even one coming much closer to a test of the 
1943 high than we have yet seen—would not change the 
picture. We don’t think this is an opportune time to 
make purchases for intermediate or longer-term appre- 
ciation. We think an opportune time is likely to come 
in due course, whether in a matter of weeks or longer. 

As for the railroad stocks, they have no reconversion 
problem to face and no contract termination problem. 
Debt and cash positions are greatly improved and will 
improve further this year. Throughout the war with 
Japan, freight and passenger volume and earnings will 
remain far above pre-war levels, though lower than now. 
If there is a post-transition prosperity period, as expected 
by those who take a long-term bullish view on industrials, 
the railroads will certainly share in it. 

Peace-time earnings a third to a half of present earn- 
ings no doubt would suffice in time to carry many rails 
to prices well above those now prevailing. As we think 
post-war earnings possibilities are better than the mar- 
ket consensus, until quite recently, had been allowing 
for, we are by no means out of sympathy with the cur- 
rent strength in rails. Nevertheless, for longer-term buy- 
ing purposes, we are not presently inclined to follow this 
move, as we expect.rails also to have their share of the 
market reaction that we believe is coming. 

Meanwhile, if the rail average should go through to a 
new major high but with the industrial average unable 
to “confirm,” the technical probabilities would suggest 
at least a substantial decline in both averages. It is 
pointless now to speculate on the possible timing se- 
quence, except that it may well be borne in mind that 
during years of considerable investment and speculative 
uncertainty—as well as in bear market years—market de- 
lines in March or April have been quite frequent. We 
doubt that this is a bear market year—although decline 
in the averages below the November lows would so pro- 
claim it to be on orthodox technical reasoning—but it 
certainly is a year of momentous uncertainty. 
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Labor has fared well in wartime income gains 


ey. £. A. 
Tue concept of national income, essentially an eco- 
nomic yardstick of the degree of prosperity or lack of it, 
of late has assumed a distinctly political flavor as well. It 
looms large in the political maneuvering of various in- 
come groups, such as farmers and workers, battling for 
more elbow room at the national trough of production. 
It looms even larger in our post-war planning, in our pro- 
jections of future peace-time production calculated to 
insure full employment and prosperity. While it goes 
perhaps too far to say that national income, in a sense, has 
become a football of politics, it can well be said that it 
has become one of the latest additions to our arsenal of 
political weapons. 

Thus we have heard Mr. Wallace set $200 billions as 
an attainable post-war national income figure. Mr. Roose- 
velt in his recent budget message suggested $125, billions 
as a post-war national income goal, equivalent to a gross 
national production of some $162 billions or greater than 
our productive effort in 1942. On the side of industry, 
Mr. Alfred Sloan has mentioned a goal of $100 billions, 
somewhat better than the national income realized in 
1940. 

To the average man, these figures mean little beyond 
the vague impression that by their very magnitude, they 
ought to speak well for the future. He finds it difficult to 
appraise their real meaning to his individual welfare and 
security, yet somehow he is conscious of their importance 
in terms of his future living standard, if not in terms of 
the political implications involved. The latter perhaps 
are foremost in the minds of business and industry, and 
well they may be. 

Also, it would greatly oversimplify matters, if for better 
understanding, it were merely brought to attention, by 
way of comparison, that highest pre-war national income, 
in 1929, was $83 billions, with 48 million people em- 
ployed and very little unemployment. That in 1939, the 
last normal year, national income was $71 billions, with 
$5 million persons employed and some 8 million unem- 
ployed. That in 1943, national income is estimated to 
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have reached $148 billions, with 54 million workers on 
private and public payrolls and practically no unem 
ployment. 

A better approach might be to analyze recent trends in 
national income, its distribution among the principal in. 
come groups and what it means in terms of real income 
and employment, and future connotations arising there 
from. Under the stimulus of war, national income spurte( 
enormously. Its very concept is, of course, somewhat 
vague in many respects and not 100% reliable as ar 
exact measure of national well-being. Still it carries ai 
important message and on the whole affords a fairl 


meaningful picture of the existing situation and currenf 


trends. 


Generally speaking, the major trends manifest in ow! 


economy during 1942 continued also in 1943. The 
gross national product, representing the value of all 
goods and services produced, further expanded unde 
the stimulus of growing war expenditures and reached 
an estimate total of $185 billion, giving rise to an aggre 
gate national income of an estimated $148 billion. The 
rapidly ballooning income thus generated continued @ 
the mainspring of buoyant consumer expenditures, part 
ly fed by further heavy drains on business inventories: @ 
the same time, individual savings reached new highs. 

But while surface indications were similar, it was ay 
evident that our war economy has entered a new siagé 
as industry was approaching its ceiling of total output 
As 1943 drew to a close, the rate of growth of nationa 
production as well as national income began to slacken 
at the same time there was a distinct levelling of thi 
rise of war expenditures. In September 1943, the firs 
time since the war effort got under way, income pa! 
ments failed to gain appreciably. 

The income streams which for several years accounte' 
for by far the largest increases in national income wert 
(1) manufacturing payrolls, (2) Government payrolls 
and (3) farm income. The monthly gains of all thr 
have been tapering off last vear and especially the shar 
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decline in September farm income was barely offset by 
the continued, though much slower rise of the two other 























Compared with 1942, Government payrolls in 1943 ex- 
panded 55%, net farm income 40% and private salary 





































































































































omponents. While it is improbable that all three have and wage payments 23%. They were the principal 
- {heached their war-time maximum, it is clear that further — gainers in our national income picture last year. 
dvances, except of inflationary character, will be defi- In contrast, business and industry fared less well. 
nitely smaller. Preliminary data on corporate profits indicate a gain ol 
Manufacturing payrolls will show leaner increases as some 14% after the marked limitation which occurred 
employment approaches its crest and stabilizes there, or between 1941-42 due to imposition of sharply highet 
eclines. Government payrolls will become stabilized as war-time taxes. No such offset to rising business volume 
he personnel of the Armed Forces and Government war has been present last year. Net income of non-farm 
pgencies reaches its peak. Farm income will cease its proprietors, that is mainly the distributing and service 
ise and level off when maximum output is reached at trades, gained only nominally from $10.36 billion to 
stable prices. However, inflationary tendencies could $11 billion, reflecting goods shortages and higher costs 
prolong, even accelerate, the rise of these income streams which hampered earnings growth despite huge public 
jonsiderably beyond present levels. spending. Relatively minor increases, too, occurred in 
In the pattern of national income, some significant such payments as interest, rents and royalties, but thei 
thanges in relationships can be noted in 1943. Income gain over 1939 was roughly 27%. 
payments to individuals gained less rapidly than during The gross national product, since 1939, more than 
he preceding year but at the year’s end, they had doubled with about two-thirds of the gain due to rising 
eached a volume more than double that of 1939. physical volume rather than higher prices. National in- 
hough wages and salaries were under federal control, come, on the other hand, rose 108%, and was 78% high- 
verage Wage payments continued to rise, partly due to er than in 1929, our best peace-time boom year. 
further shift of workers into war industries where To many, the big question is which income group 
nger working hours and higher wage rates obtained. has profited most from the war boom? We have heard 
fanufacturing payrolls increased to roughly thrice the labor accusing the farmer of attempting to hog more 
939 average and constituted a much larger share of than his rightful share of the national income pie, and 
tal wages and salaries paid out than in any other pre- vice versa. The same accusation, from sundry quarters, 
ious period. Average weekly earnings were about $45 is frequently levelled against “big business.” For an 
gainst $24 in 1939; working hours were one-fifth longer. answer, let’s see what the record shows, in cold figures. 
Yet income of farm operators mounted sharply with ex- For the entire ware period, that is from 1939 to 1943 
‘rs onpanding production and rising prices, the latter averag- inclusive, we find that percentagewise, agriculture and 
uncmfpg 20%, above 1942. Government payrolls, about half labor have been by far the biggest gainers with corporate 
{ which were for payments to the Armed Forces, rep- business placing third. This narrows the contest down 
nds infesented some 15% of the total national income in 1943. to the first two. 
yal in- 
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THE EXPANSION OF NATIONAL OUTPUT 


GROSS INCOME 
NATIONAL NATIONAL PAYMENTS TO 

PRODUCT INCOME INDIVIDUALS 

($ billions) ($ billions) ($ billions) 
1929 $93.6 $83.3 $82.1 
1937 80.0 71.35 73.1 
1939 88.6 70.8 70.8 
1940 97.0 77.8 76.5 
1941 TE 119.2 95.6 92.2 
1942 151.6 119.8 115.5 
1943 185.0E 148.0E 142.0E 


E—Estimated. 
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Labor, as represented by aggregate salaries and wage 
payments, in 1943 received income payments 110% high- 
er than in 1939. Its slice of the national income rose to 
“0% from 68% in the latter year. ‘These totals, however, 
include Government payrolls, since 1941 enormously 
swollen. Excluding the latter, income payments aris- 
ing from private employment were 115% higher, and the 
share of the total national income was 55% against 54% 
in 1939. A 115% gain is an enormous increment but 
subject to important modifications. Paramount is the 
23% gain in the number of employed workers and the 
lengthening of the average work week which increased 
from 37-7 hours in 1939 to 44.7 hours in 1943, on an 
average. Another consideration is the rise in living 
costs, estimated at some 30%. It is difficult to combine 
these, and other pertinent factors, into a formula _per- 
mitting an accurate appraisal of the actual income gain 
which accrued to privately employed labor. Any such 
attempt is further complicated by the fact that many 
new war workers, having less skill, are paid far less than 
the highly skilled; that the group, statistically, also in- 
cludes white collar workers employed in private indus- 
try whose income gains were far below average. It is 
patent that the over-all increment must be considerably 
less than the indicated 115%, especially if figured in 
terms of “real wages.” That it must be relatively modest 
can be safely deduced from the only 1% gain in the 
group’s share of total income in contrast with a 23% 
increase in the number of workers employed. This ap- 
plies, of course, to privately employed labor as a whole; 
we are all aware that certain favored sections, with pow- 
erful lobbies active in the capital, have been doing far 
better. 

Among individual industries, there are wide varia- 
tions. Greatest increase is shown by the machinery, 
transportation equipment and other metal products in- 
dustries (all with concentrated war output) whose share 
of the total national income increased from 8.9% in 
1939 to 16.6% in 1942. In the construction industry, it 
rose from 2.7% to 4.1%. A good many others show 
small percentage gains or declines, or remained virtually 
stationary. Thus the showing is highly mixed, on an 
individual industry basis, despite the large rise of over- 
all income which is further illustrated in the accompany- 
ing table. 
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The national income share of those employed by the 
Government rose from 9% to 15%, and Government 














































payrolls advanced fully 236% over 1939 but roughly “e 
half went to the Armed Forces. Rapid expansion of the es 
latter explains the 55% increase in such payments bef a 
tween 1942-43. Against this, private salaries and wage val 
payments expanded 23%, with little change in the ag. _ 
gregate numberof workers in private employment during =, 


that period. Part of this no doubt represents belated All 
recognition of earlier increases in the cost of living) “. 
(especially in sub-standard industries) but on the whole ie 
should afford a better measure of labor’s income gain. . \ 

The situation is different in agriculture. In 1943, it 


































total share of the national income rose to roughly 9% a 
from about 7% in 1939, by far the biggest percentage 
rise of the three principal components. Total net income ioe 
of agricultural proprietors rose 216%, from $4.29 bil. ie 
lion to $13.60 billion, with the number of those depen . 
dent on agricultural income gaining only 20% during ae 
that period. Between 1942-43 alone, net farm income sabi 
advanced 40%, partly due to a 20% price rise but alsi yi 
reflecting expanding production. Production costs rox : 
18%; on the other hand, the number of those dependen’ si 
on farm income actually declined. Thus by all oddf 
agricultural proprietors, that is farm owners, were thf Soe 
biggest war-time gainers. Retig 
The farm lobbies, it seems, have been far more sud aps 
cessful than organized labor in obtaining an enlarge Me 
place at the national trough. Even compared with thy ee 
boom year 1929, net receipts in 1943 were 160% higha} ews 
The national share in 1929 was 6.2%; in 1949 it rose t en 
9%- For privately employed labor, the respective share “a 
were 57% and 55°%, showing an actual decline. ge 
The share of corporate business, in 1943 and 193 ose 
remained stationary at around 6% of the total nation va 
income despite an 107% gain in actual income. Coj ine 4 
porate business thus failed to match labor’s gain of 115° a 
and remained far below the 216% increment accruing }, ie 
to farm owners. Of all three, managerial ability an liens 
invested capital drew the smallest reward notwithstan rh 
ing the tremendous and eminently successful produ ah 
tive effort made under its guidance. Dividend payment “SEAS 
in 1943 were only 13% higher than in 1939, and 27' ae the 
lower than in the 1929 boom year. On the other han instal | 
approximately half of corporate profits (corporate sa ani 
ings) were retained to bolster working capital and 1 Dae 
serves. This policy is likely to continue for the durati¢ isco 
of the war, placing investors at the very bottom of wi ina 
boom beneficiaries. 
Lesser Gain for Small Business 
Unincorporated business (non-agricultural _ propri 
tors) representing mainly distributing and service trad 
gained even less than corporate business. The forme 
national income share in 1943 dropped to 8% from 10 TOTAI 
in 1939. Over the same period, income received ¢ — 
panded only 60%, at least half of which represent Selaries 
higher prices. This relatively poor showing, in the fa from 5 
of prolific public spending, is symptomatic of the sé hey sd 
ous impact of merchandise shortages, higher costs a gric 
other factors affecting small business. It may not rem . Non- 
without long-range repercussions. ater 
Interest payments, in former years quite stable, ha poi 
been tending higher with the rise in our public de® Interest f 
Together with rents and royalties received, such paymef Rents of 
in 1943 were 27% above 1939 and 11% above 1939, the Net | 
by more than offsetting the long-term decline in priv ds 
interest payments resulting from the widespread refu —Est 
ing operations undertaken before the war. —— 
eC 
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In assessing the trends relating to war-time distribution 
of our national income, we cannot escape the conclusion 
that the war has been forcing a tremendous income in- 
flation. This in turn has led to protracted struggles be- 
tween various groups attempting to better their position 

at the expense of others. Farmers have been pushing for 
price rises, workers have been striking or threatening 
strikes for higher wages. Corporations are urging an end 
to renegotiation which is presently limiting their profits. 
All are scrambling to profit from the enormous pump- 
priming effect of the war which was supposed to be prof- 
itless. 

We have shown that the farmers have been most suc- 
cessful, followed by labor and corporate business, in that 
order. Other groups, including small business, have 
benefitted far less. Still others, notably the white collar 
class and those depending on fixed incomes have been 
severely hurt, as were those in the Armed Forces and their 
dependents at home. These disparities may well lead to 
national cleavages with far-reaching political conse- 
quences. Indeed, their shadow is already looming ahead. 

Conscious of distinct traces of the less dynamic char- 
acter of our productive activity that appeared during the 
past few months, labor has begun to bulwark its positon. 
That is the meaning of recent strikes and strike threats. 
Organized labor intends to preserve not merely its in- 
crease in straight-time wages but its full increase in week- 
ly “take-home” pay as well. The CIO is on record to that 
effect and AFL president Green has likewise insisted that 
“peace-time hour standards shall be established without 
reductions in earnings.” Whether the unions will be suc- 
cessful in achieving their goal is presently somewhat 
doubtful but prospects of further wage increases over 
the next few months are such that the final result may 
not be far off. At least, this would mean retention of 
the 45% gain in straight-time hourly wage rates since 
1939; even disappearance of overtime cannot possibly 
shrink this increment. This could only be brought about 
by outright wage reductions which labor can be relied 
upon to fight tooth and nail. 

The shifts in distribution of national income are prob- 
ably not temporary phenomena though post-war modi- 
fications are likely, especially as to farm income. In view 
of the great war-time expansion in productive capacity, 
total income after the war is likely to remain well above 
pre-war levels, and wages especially will doubtless con- 
tinue higher. So will the general price level since pro- 
ductivity of labor apparently has not fully kept pace with 


advancing wage rates. But to the extent that produc- 
tivity per worker has increased, and technological prog- 
ress is such that eventually it may fully catch up with 
wage levels, the rise on labor income must be consid- 
ered a fortuitous outgrowth of the war. It will perma- 
nently raise the purchasing power of the broad mass of 
our working population and thereby make for prosperity 
and higher standards of living all around. The same is 
true of whatever portion of the war-time rise in farm in- 
come can or will be retained after the war though full 
retention of the enormous percentage gain would prob- 
ably not be in our best interest. 

Salary and wage earners in 1943 obtained 2% more 
of the national income than in 1939. While the per- 
centage gain seems small, the actual amount, some $55 
billions, looms large in its economic significance in view 
of the wide diffusion among roughly 38 million wage 
earners. A similar percentage gain, with an absolute in- 
crease of $9.31 billion, was achieved by farm owners but 
diffusion was far more concentrated with our agricul- 
tural labor force amounting to barely 11 million per- 
sons. Farmers as a group thus gained far more than 
labor. It must be added, of course, that the two groups 
did not start from the same relative base but this is a 
fairly academic point as far as the economic importance 
of diffusion of income is concerned. 

Another, far more important point, is that if both 
groups manage to retain their gains, fully or partially, 
this can only be done at the expense of other groups. 
Who are the likely victims? 

So far, they were among the ranks of white collar work- 
ers, fixed income recipients, small business and, indirectly, 
investors. Chances are that they will continue to bear the 
bulk of the burden after the war unless they succeed, 
by political action, to bring about a better balance in 
income relationships. However, the position of the in- 
vestor group deserves special attention. 

Net corporate profits in 1943 constituted 6% of total 
national income, the same as in 1939. On an absolute 
basis, they increased 107% over the latter year. Only 
3% of the national share was paid out in dividends, 
against 5.59 in 1939 while the other half was retained 
as compared with retention of only one-half percent in 
1939. Thus dividend payments increased only 13% com- 
pared with 1939, and declined 27%, compared with 1929. 
However, corporate savings (retained earnings) rose from 


$0.42 billion in 1939 to roughly $4.40 billion last year, 


a percentage increase of over (Please turn to page 527) 








Distribution of National Income 




















in 5A ane Ylncrease “Increase Distribution 
1929 1937 9 1 941 1942 1943E 1929-43 1939-43 1943 1939 1929 
TOTAL NATIONAL INCOME... 83.32 71.51 70.82 77.80 95.62 119.79 148.00 78 108 100 100 100 
Salaries & Wages (total)........... 53.06 48.26 48.07 52.35 64.56 83.66 103.00 94 110 70 68 #£«64 
from private employment......... 47.54 39.26 37.99 41.91 52.62 66.75 82.00 72 115 55 54 57 
from Govt. employment. . .. 5.01 5.72 624 6.77 8.25 13.53 21.00 320 236 15 9 6 
Net Income of emened (total). .. 13.63 11.92 11.15 12.16 15.49 20.07 24.60 81 120 17 17 16 
Agricultural . . : .. 5.17 5.08 429 4.36 6.24 9.71 13.60 160 216 9 7 6 
Non-Agricultural. . 8.45 683 686 7.80 9.25 10.36 11.00 38 60 8 10 10 
Net Corporate Profits (total)... . 7.19 3.94 422 5.84 .66 7.60 8.70 21 107 6 6 9 
Dividends. . ....... 5.94 4.74 3.80 4.04 4.40 3.95 4.30 —27 13 3 5.5 7 
Corporate Savings. . ..... 1.25 —0.80 0.42 180 3.26 3.64, 4.40 250 947 3 «600.5 2 
interest payments. . 5.86 5.14 5.08 5.12 5.25 5.37 9.50 0.8 97 y 9 11 
Rents of Royalties. . 3.56 2.24 229 232 2.64 3.07 ‘ ‘ 
Net Income of Incorporated Business 
before federal taxes............. 5.21 5.46 8.38 14.60 19.70 — - — — = — 
E—Estimated. 
FEBRUARY 19, 1944 











































How BritainIs Working for Post War Trade 


BY 


One of the far-reaching outgrowths of the First World 
War was the shift in the international position of the 
United States from a debtor to a creditor nation, while 
at the same time the position of Germany was reversed 
from a creditor to a debtor. The failure to understand 
the profundity of these shifts and to provide for them in 
post-war commercial policies, contributed greatly to the 
disintegration of international trade during the inter-war 
period, and in turn to the growth of bilaterism and the 
breakdown of currencies. 

A shift of similar magnitude is resulting from the Sec- 
ond World War. The international creditor position of 
Great Britain, the world’s greatest trading nation, is be- 
ing radically altered by her loss of foreign investments 
on one hand, and on the other by the accumulation of 
a huge short-term trade debt. As Germany did during 
the inter-war period, so Great Britain will, after this war, 
be forced to adapt her commercial policy to the circum- 
stances influencing her international balance of pay- 
ments. Broadly speaking, the choice lies either between 
the adoption of a restrictive bilateral trade system, or the 
broadening of the multilateral trade system, whereby 
through the expansion of international trade in general, 
Great Britain could also expand her exports. 

This is why the problem of balancing the British in- 
ternational payments is important as the planning for 
the post-war world takes a more and more realistic turn. 
A whole chain of developments is dependent upon it. 
Apart from determining the restriction or expansion of 
international trade, the balancing of British international 
accounts is likely to influence the post-war standard of 
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living of the British people. If the British Government 
decides to establish the equilibrium in the country’s ac 
counts by letting the pound sterling seek its own level, 
then the whole problem of the post-war stabilization ol 
currencies may be postponed indefinitely. 

The balancing of international payments caused con- 
siderable difficulties already during the inter-war period. 
Basically the trouble was similar. Merchandise exports 
failed to keep in step with the expanding imports. The 
contributing causes were many. The pound sterling was 
probably stabilized altogether too high. Foreign markets 
were lost because of the industrialization overseas and 
the rise of efficient competitors, especially the United 
States and Japan. Still another factor was the failure 
of the British industrialist to adapt his products and his 
production and selling methods to new conditions. All 
this led to a perennial loss of gold and to an eventual 
abandonment of the gold standard. As the reader will 
see from the accompanying table, the excess of imports 
came up to almost £400 millions in the years just pre- 
ceding the Second World War. It was settled with the 
foreign exchange received from debt service on foreign 
investments, averaging about {200 millions a year, from 
earnings from shipping, from commissions and from 
tourist trade, the latter three averaging about £150 mil- 
lions a year. Even at that, there was a small annual defi- 
cit which had to be squared through the sale of gold or 
British held securities. 

That the British post-war import requirements will be 


larger than those prior to 1939 seems to be a reasonable f 


assumption. There will be more purchasing power accu- 
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‘balances as well. 
(Opportunity for her to do this. The world after the war 
/will need all kinds of manufactures and the accumula- 





mulated in the hands of the public. More raw materials 
will be needed for the reconstruction of the country. 
If a high level of employment is to continue, larger vol- 
ume of industrial raw materials and foodstuffs will be 
necessary even if the immediate post-war demand for 
consumers’ goods is satisfied. Moreover, the terms of 
trade, i.e. the prices paid for imports in relation to the 
prices received for exports, will be less favorable than 
prior to the Second World War. Certainly foodstuff 
prices will be higher for a good many years, meaning 
that it will require more British exports to pay for a given 
unit of imported foods. 

At the same time the “invisible” items, which paid for 
the excess of imports before the war, will be rather severe- 
ly reduced. A glance at the accompanying table will 
show that the net income from British overseas invest- 
ments, as estimated in various studies of British post- 
war balance of payments, is expected to be considerably 
smaller. Possibly £80 to {go millions, or about 40 per 
cent of what it was before the war. Commissions and 
the income from shipping will probably be £25 to £35 
millions less. Eventually some of these losses may be 
made up by larger receipts from tourist trade. At any 
rate, as was recently estimated by a Sub-committee on 
Industry of the Conservative Party, there is likely to be 
a gap of some £200 millions in the annual payments 
which, if the standard of living of the British people is 
to be maintained, must be paid for through increased 
exports. 

But this is not all. In addition, Great Britain will be 
faced with the problem of either liquidating through ex- 
ports the war-time accumulating sterling balances, or 
converting them into long-term debt, in which case the 
interest payments will further reduce the already smaller 
receipts from overseas investments. This is without con- 
sidering that any payment will be made on the World 
War I debts or for the Lend-Lease shipments made dur- 
ing the present war. Last December the blocked ster- 
ling balances reached, as will be seen from the chart, a 


level of about £1,250 millions. They are being accumu- 


lated at the annual rate of about £350 millions, and 
hence may be well over £2,000 millions (equivalent at 
the current rate of exchange to about $8,000 millions) 
before the war is over. While some of the countries like 


| Australia and New Zealand are likely to use these bal- 
| ances as a sort of exchange stabilization fund, those be- 
longing to India, Argentina and the Middle East coun- 
_ tries will undoubtedly have to be repaid through extra 
, merchandise exports—let’s say at the rate of {£50 millions 
| or more over the next 20 years or so. 


Let us now examine Britain’s chances for the post-war 
expansion of exports by £200 to £250 million ($800 to 
$1,000 millions), necessary to cover the gap in her inter- 
national accounts and to pay off the blocked sterling 
Unquestionably there will be some 


ted purchasing power of such overseas customers as Latin 
America and India will be huge. The latter will in par: 
ticular need vast amounts of capital goods for the devel- 
opment of her resources. African colonies are also ex- 
pected to buy more British manufactures, and so is Rus- 
sia, one of Britain’s best customers before the war. More- 
over, there is likely to be less competition from Japan 
and the countries of the Continent of Europe, fora few 
years at least, though the wartime industrialization of 
many Overseas countries will have eliminated markets for 
some products. 

In the meantime, the British manufacturing facilities 
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have been expanded and very likely also modernized. 
Britain’s machine tools are said to have increased by some 
70 per cent during the past four years. This means that 
her production should be more mechanized and hence 
more efficient and probably better suited to mass pro- 
duction. 

Along with the improvement in production efficiency, 
there have also been definite signs that the war has accel- 
erated the switch from the old staple exports, such as 
textiles, coal and certain iron and steel products, into 
more specialized types of products, which the newly in- 
dustrialized countries are not quite yet equipped to man- 
ufacture: machinery of all types, precison instruments, 
electrical and radio apparatus, synthetic textiles, plastics, 
pharmaceuticals and high grade chemicals. This trend 
is not new. The’ British realized already during the 
inter-war period that they no longer could survive as “the 
world’s workshop in all manufacturing” but that they 
had to specialize in the products which brought out the 
high level of technical skill and quality workmanship of 
their labor. For this reason, Britain will undoubtedly 
also retain the market for such specialties as high grade 
textiles, china, glass, cutlery and whiskey. 

A sharp rise in the United States production costs 
brought about by the high wartime wages will, in the 
opinion of many Britshers, give Great Britan a chance 
to compete successfully with our goods in many lines. 
There are others, however, who argue that despite high 
wages, the productivity of many American industries is 
so high that many British industries cannot hope to com- 
pete with them on an open basis. Apparently there is 
something to the latter argument, since some rough com- 
parison of industrial efficiency, based on the immediate 
pre-war years, showed that the productivity of the Brit- 
ish worker was at that time from one-half to three-fouths 
of the productivity of the American worker, depending 
upon the industry. Mr. Herbert Morrison, the Home 
Secretary, suggested some time ago that “examination, 
industry by industry” must be undertaken to expose and 
eliminate inefficient units—if Great Britain is to extend 
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her now weakened foothold in world export markets. 

But suppose Britain is unable to find a market for 
additional £250 millions of exports—which is probably 
a minimum—not counting the foreign exchange which 
may be necessary to pay for the extra imports essential 
in the case of full employment. One of the alternatives 
would be the granting of credits to Great Britain, but 
such a solution, which intimates that Britain has come 
to be regarded as a “poor relation,” is resented. The 
other solution lies in the balancing of international 
payments through the restriction of imports, which could 
be accomplished either through a revaluation of the 
pound sterling or through an import and exchange con- 
trol, for which the necessary machinery has already been 
built up during the war. 

Though it is generally realized that the restriction of 
imports and their replacement by the high cost domes- 
tic product would work hardship on the consumer, the 
idea appeals to many sections of the British public, in- 
dustrialists and labor alike. It is pointed out that the 
country has generally become more self-sufficient, not 
only in many manufactures, but also in food production, 
two-thirds of food requirements now being grown at 
home, as compared with about one-third prior to the 
Second World War. Great faith is also put in the post- 
war utilization of coal, not merely as fuel, but as raw 
material out of which countless by-products (synthetics) 
will be made to replace imported products. 

Contrary to general expectation, the restriction of im- 
ports by a deliberate devaluation of the pound is re- 
garded as generally less desirable, although such a de- 
valuation would make exports automatically cheaper. 
Since higher prices of raw materials and particularly of 
foodstuffs are expected for many years after the war, the 
devaluation of the pound, as the London Economist puts 
it, “might do more harm by making British imports ex- 
pensive than good by making British exports attractive- 
ly cheap.” In other words, the post-war situation is like- 
ly to be the very opposite of that during the ’Thirties, 
when the prices of British imports declined faster than 
the purchasing power of the pound sterling. 

There is no general agreement among the supporters 
of the regulation or of “the direction” of foreign trade 
as to whether the controlling body should be the Govern- 
ment or private interests. The United Kingdom Com- 











FORECASTS OF BRITISH POST-WAR BALANCES OF PAYMENTS 


(in millions of £) 









































mercial ‘Corporation, a wartime agency, is expected by 
some to be used in promoting exports and formulating 
export policies. 

As to the method of control, one group favors bilateral 
agreements with raw material producing and agricultural 
countries along the lines of the Roca-Runciman agree. 
ment with Argentina. As early as the Summer of 1942, 
the Federation of British Industries advocated preferen- 
tial treatment for the imports of those countries which 
were willing to accept British goods, arguing that Brit. 
ain, in view of her post-war unfavorable balance of trade, 
“must rely on the policy of directive imports.” Only 
last week, the president of the Federation, Sir George 
Nelson, reiterated this plea, explaining that “govern 
ment-directed trade will be necessary to prevent infla 
tion and chaos.” 

The other group, in which could be included the Brit 


ish Chambers of Commerce, the London Chamber off 


Commerce, and the National Union of Manufacturers, 
favors imperial preference as the key to the post-war 
foreign trade policy. ‘They argue that the idea that a 
nation will welcome imports if they are cheap enough 


is rather naive in this day and age that Great Britainf 
re 


is now more self-sufficient than ever, and _ that 
sults achieved under the Ottawa Agreements justify such 
a policy. . 


There have been many complaints on the part off 


American business to the effect that the British are tak- 


ing advantage of wartime measures originally designed} 


for emergency and temporary use to obtain special ad- 


vantages in individual markets. There have been claims} 


that American products have been shut out of certain 


markets and the importers advised to buy from Great} 


The ostensible reasons for the division of world 
(Anglo-American) Exports 


Britain. 
markets by the Combined 


Markets Committee—officially, of course, denied—are the 
supply situation in individual commodities and the lack} 
or surplus of shipping facilities on individual sea routes. 
For example, it is being rumored that Spain, Portugal} 
and most of Africa have been reserved for British exports) 
and that the British are being given preference in ex} 


porting goods to Argentina, which has large blocked 
pound balances. 


American exporters are in particular disturbed about) 
the treatment they are getting (Please turn to page 528)f 
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Bureau 
National Planning Assoc. First Second 
Actual Actual UES. ES. ae Foreign Policy Post- Post- 
Actual 1927- 1936- Depressed Normal Prosperous Association ar ar 
1913 1929 1938 (a) (b) (c) Fortune 1945-46 1950 Year Year 
MERCHANDISE TRADE = ee = _ eee —i 
Imports —659 -1,094 —950 -—600 -—900 -1,200 --940 -—-950 -—1,000 -—-900 —1,115 
Exports _+525 +721 +562 +300 +500 +700 +760 +550 +750 +380 +540 
Trade net —134 —373 -—388 —300 -—400 —500 —180 -400 —250 —520 —515 Ff 
SERVICES (net) 
Shipping Inc. +94 +134 —105 +40 +60 +100 +60 +80 +90 +70 +110 
Investment Inc. +210 +275 +203 +60 +80 +12 +90 +84 +90 +100 +100 
Commissions, Ins. +25 +65 +36 +15 +20 4 +30 +25 +30 +10 +20 F 
Tourist receipts — — +7 — _— +50 +30 +11 +15 — -— 
Gov. Payments +10 | ie J = — os eee —155 
Total 339 —501 +344 +115 +160 +300 +180 +200 +995 +180 +215 
Balance +205 +128 —44 -—185  —240 —200 — —200 —25 —340 —360 


(a) U. S. national income $45 billions, (6) $70 billions, (c) $100 billions. 
Sources: Economist, Midland Bank Reports; London Banker, May 1942; Fortune, December 1943; Foreign Policy Report, Dec. 15, 1943 (H. P} 
ost-War Service, Internat. Statistical Bureau. 
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What will be done with the Government's vast post- 


v 


war surplus of materials and properties? The an- 


swer is of vital importance to industry and investors. 


DISPOSAL OF FEDERAL 
SURPLUS STOCKS 


BY 


Avrer World War I, it took the Government six 
years to dispose of from $6 to $7 billion worth of surplus 
goods, mostly movables. The depression of 1920 was 
partly attributed to the glut of such goods dumped on 
the markets faster than our economy could absorb them, 
and several major industries, notably the chemical and 
pharmaceutical fields, were severely demoralized for a 
considerable period pending liquidation of excess 1n- 
ventories. When this war ends, the Government will 
probably have ten times as much surplus, including some 
$25, billion worth of real property which it may take a 
long time to dispose of. It will be a gargantuan task, 
requiring a carefully worked out program in readiness 
in advance if we wish to avoid not only heavy loss to the 
taxpayers, but serious unsettlement of civilian markets 
and post-war production. 


Problem Now Under Study 


This vast disposal problem, involving an estimated $65 
to $70 billions, is now receiving heightened attention in 
and out of Government. Having successfully negotiated 
the first hurdle on the reconversion road, through its 
uniform contract termination clause, the Baruch com- 
mittee of War and Post-War Adjustment Problems is 
now busy with plans for prompt and orderly surplus 
disposal through a Central Surplus Disposal Agency. 
This agency would determine policies and methods, and 
would also take title to and possession of surpluses to 
be liquidated, though actual liquidation would be han- 
dled through regional offices. Other Government agen- 
cies, too, are working on the problem including the 
Budget Bureau and the Treasury’s procurement divi- 
sion. So are a dozen different congressional committees 
and numerous private bodies, including virtually every 
trade association and organized business group in the 
country. 

While definite policies (except of the Maritime Com- 
mission) have not as yet crystallized, the weight of pre- 
vailing opinion favors a number of general principles 
in determining disposal policies. They might be sum- 
marized as follows: Largest possible recovery with maxi- 
mum benefit and minimum damage to our economy; 
fullest possible avoidance of freezing of surpluses; great- 
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est possible promptness in redistribution but at a speed 
that will insure orderly absorption and not disrupt mar- 
kets; no dumping; consultation of private industry as to 
methods and rate of disposal; redistribution through 
regular trade channels under the direction of a single 
agency. ‘These broad guide lines, on the whole, are in 
consonance with the views of Government quarters, 
though important differences may develop as to details. 
This, together with universal recognition of the urgent 
need for planning ahead, is giving rise to hope that a 
concrete and sufficiently detailed program will be ready 
by the time it is required. 

It will be none too soon. Surpluses are already coming 
on the market in considerable quantities, most of it the 
result of changing military requirements or more careful 
stock control. Current disposal methods, called redis- 
tribution because of the aim to rechannel goods where 
they will be of the greatest use to the war effort, are 
governed by the WPB and subject to OPA price ceilings. 
This method, of course, could hardly be extended to the 
entire disposal problem; inevitably it would entail chaos 
and economic disruption. This is well recognized all 
around; hence the search for a program tailored to fit 
the magnitude of the task ahead. 


Pressure Groups Active 


As is frequently the case, special pressure groups are 
out to gain advantages for themselves. Some of the bills 
pending in Congress would require that farmers get first 
chance to buy anything they can use. Another bill would 
give war veterans preference not only in buying for their 
own use but in organizing companies for selling Govern- 
ment surpluses or to operate Government plants and 
equipment. Still another bill would seek preference for 
small busines concerns over big corporations. On the 
Government side, the Department of Justice, among 
others, wants to make sure that no sales of plants, ma- 
chines or merchandise promote monopolies or further 
concentration of industry, or lead to inordinate enrich- 
ment of a few. Such official views will no doubt weigh 
heavily in shaping final disposal policy. 

Meanwhile there is quite some speculation as to who 
will be entrusted with the = (Please turn to page 528) 
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By E. K. T. 


Reluctance of democratic aspirants for office to snip off 
the Roosevelt coat tail has doomed the American Demo- 
cratic National Committee to failure in its announced 
goal to obtain a resounding declaration among party 
members against a Fourth Term. Headed by former Gov. 
Harry H. Woodring who was dropped from the Roosevelt 
Cabinet several years ago, the Committee has the dis- 
advantage of leadership which was against the Second 
and the Third, as well as the Fourth Term for Mr. 
Roosevelt. 


Amoebo-like plan of Soviet Russia to subdivide itself 16 
ways, breaking up the Union that has long existed, was 





Washington Sees: 


Decision of the Dies Committee to probe 
the financing and objectives of the CIO's 
heavily-funded political action committee has 
Congress divided on the wisdom of that ap- 
proach to solution of the problem (if one exists) 
of organized labor's political influence. 

Many question whether sweeping legislative 
prohibitions are as effective as regulations 
aimed at specific abuses which don't deny 
labor's right to work for certain political objec- 
tives. 

The British system, some say, suggests a 
model. There the trade union movement has 
progressed along political lines to the point 
where, on occasions, it has been placed in 
charge of the government by popular acclaim. 
The right of trade unions to be in politics is not 
questioned; in fact, the unions give the Labor 
Party its financial and voting strength. 

The major point of difference cited between 
political action on the part of British unionists 
and on the part of organized labor members 
in the United States is this: the British insist that 
members of trade unions be permitted to decide 
for themselves whether they wish to contribute 
to political purposes. Unions there must segre- 
gate their political funds from their general 
funds and are held to strict: accounting. 











accomplished at a session lasting less than three-quarters 
of an hour, with but one speech and a unanimous show 
of hands in favor. Whether the United States will con- 
tinue to regard the country as a single state, or as many, 
remains to be seen. But, certain it is, the United Nations 
first will want to know what the external purposes of the 
move may be. 


Partyless Congressman is Rep. Harold C. Hagen, Min- 
nesotan elected on the Farmer-Labor ticket only to have 
the state committee of his party meet and vote to join 
with the Democrats in the interests of “liberal unity.” 
Hagen says he won’t be “merged,” will become a Repub- 
lican, run as such. Minnesota formerly had two Farmer- 
Laborite senators and five representatives of that party. 
But the votes for the national ticket have gone to Frank- 
lin D. Roosevelt. Obvious conclusion is that either 
Hagen or his erstwhile state committee is reading election 
indicators wrong. 


Struggle for existence is ahead for the National War 
Labor Boad. The International Typographical Union 
has refused to retreat fully from its defiance of W L B 
and the machinists’ strike, regardless of the ultimate out- 
come, cannot but leave its mark. Most important, how- 
ever, is the Smith Committee’s drive in Congress to force 
W L B to drop compulsory “maintenance of member- 
ship” clauses in agreements. The Board can win Con- 
gress’ approval only at the cost of losing labor’s support. 
On so fundamental a question, no compromise seems 
possible. 


Race Between Congress and the Supreme Court to fix 
the position of fire insurance sales with respect to anti- 
trust laws is providing an unusual spectacle in the Cap- 
ital. The fire insurance companies hope Congress will 
act first by passing a statute declaring them beyond the 
trust law’s reach. Equally determined are sponsors of 
suits to have the court declare the companies answerable. 
Few races have attracted so many voluble “railbirds.” 


Compromise Federal Ballot still has 50-50 chance olf 
being enacted. But only if the House gives unanimous 
consent for the totally different House and Senate bills 
to go to conference. House conferees can be more or less 
hand-picked by Administration. But outcome remains a 
toss-up, as the Constitutional and political issues cut 
very deep. 
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On _ the basis of the compromise tax bill, Uncle Sam is getting 
ready to collect billions of which $3 out of each $7 taken in must 
be supplied by individuals. 


The bill will fall about half a billion dollars short of 
producing the amount Congress estimated when both Houses passed it. 

It is, of course, billions less than the White House and the Treasury hoped 
to realize. But Congress, viewing a multibillion dollar tax load saddled 
onto individuals, declined to go farther. 








































of Democrats have charted the campaign course and will endeavor 
rstetatetets to hold their political foes to domestic issues. This marks an un- 
expected reversal. The international situation has been handled with 
little complaint. Not so the home front. 


























The tenor of the Democratic attack in the Fall will be that Republicans are 
rendering their country a disservice by capitalizing on the inconveniences that 
come with war. Rationing and shortages have not been pleasant, discontent has been in- 
evitable. Behind the Democratic switch in line of attack is a belief the country 
as a whole-is content that wartime sacrifices at home are necessary. 
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Meanwhile selection of Senator Joseph C. O'Mahoney of Wyoming, as Senate 
Campaign Committee chairman is a break in favor of Vice President Henry A. Wallace. 
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ave He's from Wallace's general locality. Had a Southernor been chosen, benefits would flow 

join to the v. p's. closest current rival for second spot, Rep. Sam Rayburn of Texas. x 
ty.” : 

ub- There's an explanation, Secretary Wickard assures, for the fact that there 

ner- were food shortages in 1943 in spite of a five percent increase in total production 
wre over 1942 and a 32 percent increase over the five year base period (1935-1939. ) 
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Soldiers eat about 50 per cent more than civilians per capita. 





hei 
_— Lend-lease took about 10 percent of the production, but in final analysis the 


civilians had available to them about as much food as they used in 1935-1939. The fact 























War that most persons took more cash to market than in the past was an element im- 

ion pressing the food shortage, says Wickard. 

es ‘ 

ut: What will happen to the thousands of working women after the war is becom- 
ow- ing an increasing worry to Washington agencies who profess to see the force of women 
rce increased to 18 millions before peace comes, only 3 million of whom will turn in 

ial their slacks and snoods. 

ort. The war-increased population of women workers actually isn't as great as 





_ generally supposed.Even in normal times, about 14 million females are gainfully 


employed. Assuming 3 million will retire at the end of the war (a prediction made by the 

















fix U. S. Department of Labor), the problem reduces to one of a single million. 

ti- 

om But there's a social problem too. Tests indicate that women can do 80 

vill percent of the jobs men have been doing -- and they may want to continue to do them. 
the Returning soldiers, if long jobless, may not take kindly to the war wrought change. . 
of 

le. One of the first payroll reductions of consequence will begin within a 





matter of weeks and it will affect women principally. It will be a slashing of Federal 
personnel lists which will pass the 100,000 mark, may run to 200,000. 
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ills Two factors are contributing. Taking its cue from private business, the War 
ess Department has established a work utilization plan which determines job-holders 
$a aptitudes, seeks to place each where she can do the best job. Also, it's election 





cul year and Congress is scrutinizing appropriations with a sharper-than-usual eye. 
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One of the most significant recent developments in the war was lost in the 
' general rush of good news: slashing into the heart of the Marshall Islands, United 
States troops moved for the first time on territory that was Japan's before the war. 


Elsewhere, also, in the words of Gen. George C. Marshall, "The Allied 
avalanche was in motion." It was hitting the Axis in both major theatres. The get- 
Hitler-first policy was still the rule but it was giving the Japs slight comfort. Nippon- 
ese press compared the situation with that of six centuries ago when Kublai Khan 
threatened the Empire. 


The cloudiest frame in the entire war panorama was Italy where the predicted 
last stand was being made in the payoff battle for possession of the land. There was 
evidence that the price of victory was coming high. 


Military authorities meanwhile see two major development ahead in the 
Pacific. Nearness of the United States forces to the Japanese mainland means that 
the Nipponese soon must bring out their fleet, still in hiding. And with the 
northern route to Tokyo well established through possessi6n of small islands, air 
bases in Siberia could, for the first time, be serviced. 


Washington officialdom would sleep more restfully, however, if the Russian 
situation were improved, diplomatically. It did nothing to soothe the nerves of the 
State Department when Russia's "Pravda" published a report that the British were talk- 
ing separate peace terms. The Soviets blunt suggestion to their Allies not to in- 


terfere in Poland was a jolt. 


Stalin always has leaned heavily upon the contention that he turned back 
the tide, still is fighting the war virtually alone. Russia has accepted lend- 
lease as a matter of course. Preview of what may happen was F D R's insistance that 
the Soviet begin to send back: supplies on returning ships — newsprint for a 


beginner. 


Hardly to be taken as coincidence was the fact that Anthony Eden almost 
simultaneously addressed Stalin through the House of Commons to say that England 
stands back of Poland's claim to the right to have its pre-war, 1939 borders 
respected. That from the spokesman of a Nation that went to war for the same principle. 
















































































Strangest development in Washington in recent years is the acrimony that 
has crept into the U. S. Supreme Court. Lawyers in police courts "putting on the act" 
for clients who are present, do not indulge much more barbs and sarcasm than have been 
exchanged of late in the highest court. 


Fundamental legal and social differences are at the root. All but two are 
New Deal appointees, and those two divide -- Stone a liberal, Roberts a conser- 
vative. The fight strictly is among the "Seven young men." None is too far from F D 
R's apron strings not to be amenable to a lecture and one seems indicated. 




















The War Department and the Manpower Commission are looking hopefully to 
war prisoners to produce the logs and pulp necessary to make food and shell con- 
tainers for overseas shipment. Officers may not be required to work; enlisted men can 
be forced to work at non-hazardous jobs. Much work in the woods is without hazards. 











Off the record, it is admitted the chance of success is not encouraging. 
There are more Italian prisoners than Germans, and the former are accustomed to climate 
unlike that found in the areas of useful timber. Housing accommodations are a problem. 
Then, too, there's no point in lumbering if the product can't be transported to a 
mill. 
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The Elements of 


STRENGTH 


In Post-War 
Corporate 
Structure 


BY LAURENCE STERN 


Tae radical press is making much, in an invidious 
way, of the “huge” profits and financial reserves that 
American industry is accumulating during the war. On 
the other hand, many business men are making agitated 
claims that they can not build up adequate reserves for 
legitimate post-war needs under present taxes and re- 
negotiation procedures. What is the truth? 

In the first place, three general observations need to be 
made: 

(1) Corporate profits, of course, are substantially 
higher than in the pre-war year 1939—an estimated aggre- 
gate of $8,550,000,000 for 1943 against $4,040,000,000, 
making an increase of $4,510,000,000. But estimated gross 
volume of $250,000,000,000 in 1943 was $120,000,000,000 
more than in 1939. Profit per dollar of gross was 3.4 per 
cent last year, against 3.08 per cent in 1939, an average of 
{-7 per cent in 1927-1929 and an average of 6.8 per cent 
in the war years 1917-1919. It is taken for granted that 
labor should earn more for doing more work at longer 
hours. Why isn’t the same principle, to the modest extent 
shown here, valid and fair for corporations? No right- 
minded person would expect any individual enterprise 
to earn the same profit on $5,000,000 of volume as on 
$1,000,000. If there is profiteering, it will show in the 
margin of profit per dollar of sales. In this respect, the 
modest 1943 profit margin speaks for itself. 

(2) Exactly as is the case with an individual, the ques- 
tion of how strong the financial position of a corporation 
may be, is always a relative matter. If your bank balance 
rises from $1,000 to $2,000, while your current bills pay- 
able increase from $400 to $1,500, you are not better off 
but worse off. The most significant measure of a corpora- 
tion’s financial liquidity is the ratio of its current assets 
1o its current liabilities. For the majority of companies 
manufacturing war goods this ratio is substantially lower 
than it was in 1939. Moreover, the ultimate worth of 
some of the current assets, notably war-time inventories, 
is obviously subject to greater than usual uncertainty. 

(3) There is considerably less finality in “profits” and 
“reserves” than these familiar words imply to minds not 
versed in the realities of corporate operation. Too many 
people assume, erroneously, that a “profit” is always 
equivalent to cash and that a “reserve” shown on the 
books is as good as money in the bank. It isn’t necessarily 
so. There is only one place on the balance sheet where 
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the $ symbol means cash or its unquestionable equivalent 
and that is “cash” or “Government bonds.” The reported 
profit at the end of the year will represent the manage- 
ment’s calculation, as nearly as possible, of what was 
earned but in nearly all cases part of the “profit” will 
actually consist of non-cash assets whose eventual value 
may be less—or more—than was calculated. 

It is possible that managements on the average are now 
over-cautious in their accounting to shareholders—but the 
record over a long period of years suggests that profits 
have more often been over-stated than under-stated. For 
instance over the five years 1935-1939 data on 892 manu- 
facturing companies registered with the SEC shows that 
debits to surplus account exceeded credits by $1,148,000,- 
ooo or by about one-seventh of the total reported net 
income for the period. This represented a “disappear- 
ance” of that much corporate capital through write- 
downs of previously stated asset values. Considering the 
unpredictable changes ahead in “unwinding” war work 
and in getting back to civilian production under altered 
competitive relationships, it would be, indeed, a rash or 
optimistic soul who insisted that present calculated 
values of plant and equipment, inventories, accounts re- 
ceivable, etc., will surely “stay put.” 

The point emphasized here is that a goodly part of 
the “financial fat” now apparently being put on by war- 
active corporations is “on paper” and may not prove as 
solid as it looks. In our issue of February 5 we commented 
on the “improvement” in the working capital position 
of Allis Chalmers, for instance, as shown by the latest 
available balance sheet. It was brought out that the 
liquidity ratio had decreased substantially during the war 
period and that the net gain of some $30 million in 
working capital was almost offset by an increase of $25 
million in long-term debt. Since we wrote that, it has 
been announced that the company contemplates early 
issuance of between $25 million and $30 million in 
cumulative preferred stock, part of the proceeds of this 
financing to be used to pay off debt, the rest for financing 
of post-war reconversion and for bolstering working cap- 
ital. In other words, in the judgment of the manage- 
ment, what the company will retain, in liquid form, 
from its apparently good war-time “profits,” will not 
suffice to pay reconversion costs and provide adequate 
working capital for post-war needs. Therefore. from the 
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equity stockholder’s point of view, the war period “‘prof- 
its’ become more or less mythical to the extent of this 
new senior financing. 

The newspaper PM—subsidized by Mr. Marshall Field 
whose great fortune was originally made in completely 
unsubsidized capitalistic ventures—asserts quite carelessly 
that 1943 corporate profits were nearly twice what they 
were in the year 1917, with the absurb implication that 
corporations, therefore, are today profiteering to almost 
twice the extent of the fattest year of World War I. For 
the record, properly excluding inter-corporate dividends, 
the total profit for all corporations in 1917 was $7,342,- 
000,000 On a gross volume of only $84,693,000,000, with 
taxes taking 22.6 per cent of pre-tax net and with a profit 
ratio to sales of 8.7 per cent; whereas in 1943 the esti- 
mated profit of $8,550,000,000 for a much larger number 
of corporations was only $1,208,000,000 more than in 
1917, with taxes taking 61.1 per cent of pre-tax earnings 
and with the profit margin on sales down to 3.4 per cent! 

By some strange figuring, the same publication arrives 
at the conclusion that by the end of 1944 the corporations 
will “have” the following in “total reserves and collateral 
benefits” due to the war: Undistributed profits for 1941- 
1944, $22 billion; post-war refunds from excess profits 
taxes, $2 billion; new plants financed out of profits, $5 


able reserve should approximate a total of $2 billion by 
the end of this year. That would be less than a quarter 
of the aggregate be spine profit of all corporations 
in 1943—enough to _ slls, when they are much 
lower than now, for uidedly short period of weeks! 
However, these non-negotiable post-war tax-refund bonds 
do represent a genuine reserve as far as they go. 

Now we come to the $26 billion in “reserves” sup- 
posedly represented by “war taxes available for refunds” 
under the loss carry-back and carry-forward provisions 
of the tax law. These ingenious tax “cushions” are 
enormously important in helping to maintain corporate 
solvency through the transitional period of economic 
deflation and readjustment. That is precisely why Con- 
gress, after mature and reasoned consideration, set them 
up—believing, as our radical brethren do not, that wide- 
spread corporate bankruptcy would not be a good thing 
for the country. 

But to get back, under these “cushions,” any of the 
heavy taxes paid during the war years a corporation will 
have to suffer a sharp slump in earnings this year—unless 
Congress extends the cushions to corporate earnings be- 
yond 1944 by new affirmative legislation. Recognizing 
that war-time volume and pre-tax earnings are quite 
abnormal—the latter being around three times larger 

than in 1939, it was the 








billion; new plant fi- 

es COMPOSITE OPERATING RECORD 
ment, $14 billion; war OF ALL CORPORATIONS WITH NET 
taxes available for refunds 

(loss carry-back provision 3 


of the tax law), $26 billion 


—a grandiose total of S69 ee eee 


billion! re 3 DIVIDENDS PAID 
Much of this picture— — |5 #74 unowstRieuteo 

the bulk of it in fact—is 8 

sheer nonsense. We have |Z 

already pointed out that ES ee 

profits are by no means the [J 


equivalent of liquid assets. 
The $14 billion item of 
Government plants — ob- 
viously is neither a “re- 
serve” nor an_ enduring 
“collateral benefit.” On the 
contrary, industry is some- 
what uneasy lest these Government plants become even- 
tually a competitive “liability.” For the present they 
are mostly being operated under private management 
for a fixed percentage fee that is quite moderate or, 
otherwise, under a tax system which takes up to 80 per 
cent of profits. 

The $5 billion in new plants financed “out of profits” 
certainly is not a reserve in any sense and whether it 
proves a “collateral benefit’ depends on whether future 
profits from it are adequate, if any. Some of it, moreover, 
has been financed out of borrowing or stock issuance, 
rather than out of profits. Finally, to list both $22 billion 
in undistributed profits and $5 billion in new plant 
financed out of undistributed profits as part of total 
“reserves or collateral benefits” is certainly novel arith- 
metic. 

That leaves the tax refunds for consideration. As a 
relatively small gesture in the direction of aiding corpora- 
tions in maintaining financial solvency after the war, 
taking into account the huge cash drain made upon them 
by the excess profits tax, Congress wisely provided that 
corporations may recover, after the war, 10 per cent of 
the excess profits taxes annually paid during the war 
period. The Treasury estimates that this deferred cash- 
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equitable purpose of Con- 
gress to average corporate 
tax liability, by means of 
these cushions, over a 
limited and specified num- 
ber of years. Otherwise, a 
company that made large 
“paper” profits in one year 
—on which it paid real 
taxes in cash—could quite 
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\ conceivably go “bust” the 
following year, given a sud- 
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accompaniment of Govern- 
ment cash payments. 

In themselves alone, cor- 
porate holdings of “cash 
or equivalent” can not possibly assure maintenance of 
adequate financial liquidity after the war. Although 
such holdings are much greater, in the aggregate, than 
in 1939, so are current liabilities. I have previously 
pointed out that the liquidity ratio—total current assets 
divided by total current liabilities—is generally decreas- 
ing, though there are, of course, exceptions in individual 
cases. 

Where, then, is the assurance of continuing corporate 
solvency? It is not so much in reserves or undistributed 
profits, as we have seen. Above all, it is in two things— 
neither of which is guaranteed. First, it may be hoped 
that Congress will extend the tax “cushions” by a year 
or two, since it now appears that 1945 or 1946 or part of 
both will bring the post-Hitler slump in war volume and 
pre-tax profits rather than 1944. Second, we can hope 
that the Government, under the advisory guidance of 
Mr. Bernard M. Baruch, will make provision for fair and 
prompt financial settlement of war contracts—contracts 
involving scores of billions of dollars of monetary claims 
for and against war-active corporations. 

Just how and when these claims are settled will have 
far more to do with the continuing financial “health” of 
industrial enterprise than all (Please turn to page 530) 
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To protect one’s capital so far as possible against 
erosion due to changing conditions—it has always been 
important for investors to re-appraise periodically all 
holdings in which a risk factor is inherent. “Today, more 


{than ever before, methodical review and judicious “‘sec- 
| ond thought” are called for under the beginnings of our 





transitional war-peace economy. 

It is to meet this essential need of “stock-taking” on 
investment holdings that The Magazine of Wall Street, 
as for many years past, presents its Security Re-Appraisals 
and Dividend Forecasts at six-month intervals. Since our 
readers in the aggregate hold stocks in many hundreds 
of corporations, lengthy individual analyses of all impor- 
lant Companies at one time would be manifestly out of 
the question because of space limitation. Moreover, 
only by coverage of a large number of companies, in- 
dustry by industry, can this feature be of maximum use- 
lulness to investors in the guidance that it provides as 
to comparative values and prospects. Therefore, in the 
material on the following pages, we have endeavored to 
present as concisely and conveniently as possible the 
most pertinent information and ratings on the maximum 
possible number of corporations. 

The tabulated statistics, ratings and individual com- 
ments for each stock group are preceded by an extended 
background analysis of the position and prospects of 
the industry, written by qualified specialists. “The 


PART II 


—D ye 
and Outlook and Ratings for Individual Building, Motion Picture, 


° Rubber, Auto, Tobacco, Chemical and Liquor Stocks 


grouped statistics on individual companies are self-ex- 
planatory. When carefully studied in relation to the 
accompanying individual comments, we believe this in- 
formation represents the most practical and useful 
“bird's-eye” appraisal that can be devised for the con- 
venient use of investors. 

The key to our ratings of investment quality and 
current earnings trend of the individual stocks—next to 
the last column in the tables, preceding comment—is as 
follows: A+, Top Quality; A, High Grade; B, Good; 
C+, Fair; C, Marginal; while the accompanying numer- 
als indicate current earnings trend thus: 1—Upward; 
2—Steady; 3—Downward. For example, A 1 denotes a 
stock of High Grade investment quality with an Up- 
ward current earnings trend. 

The Market Rating—last column in the tables—rep- 
resents our judgment of longer-term potentials and is 
not intended as current advice on timing purchases or 
sales. For trend timing advice, follow our regular market 
analysis in the forepart of each issue. If, however, 
investment income is the primary objective and il 
one is willing to ignore interim fluctuations, stocks in- 
dicated as Favored for Income may be currently pur- 
chased. ‘The key to these ratings is: W—Favored for 
Income; X—Favored for Appreciation; Y—Should Move 
With Market; Z—Under Average Prospects for the longer 
term regardless of current action. 









Owners of stocks of the building supply companies 
have had a difficult time recently because of questions 
that they ask themselves as to whether the recent decline 
in activity in this industry, accompanied by lower earn- 
ings and some dividend reductions, would not warrant 
the sale of these stocks with a view of repurchasing them 
later. The immediate future seems to offer prospects 
for further decline in earnings of many of these com- 
panies. During most of 1942 and early 1943, they had 
been very active, furnishing supplies for new factories, 
new military and naval buildings and camps, and new 
housing for war workers. Most of this kind of work has 
been finished, or is nearing completion. It is true that 
the average purchaser of building stocks must have bought 
for expected big profits after the war ends and the 
boom in new construction gets started, but there had 
been a current condition, until recent months, of good 
earnings for these companies through war work. That 
is now in the past tense in so many cases that the stocks 
have begun to reflect the near past and the near future 
rather than the far off rainbows of great promise. 

Yet there is hardly any group of stocks which has such 
a bright outlook “for the long pull.” As soon as the 
European phase of the war ends, the Government, many 
states and a vast number of cities and towns will prob- 
ably start public works programs. In some cases, it will 
be large buildings. In others, the plans call for huge 
airports, like that of the City of New York at Idlewild. 
A number of huge housing projects with public funds are 
under active planning. Mayor La Guardia appeared in 
Washington early this month to plead with a congres- 
sional committee for Government funds for a public 
works program of one billion dollars for New York City 
alone. “Every city in this country has a long list of 
necessary public improvements,” he stated. The projects 
he listed were for buildings used for education, docks, 
correction, fire prevention, health, markets, museums, 
libraries, sanitation, transportation and welfare. 

Besides the public works program, there is a vast 
amount of home construction under planning, from 
small but modern houses to sell for $2,000 each up to 
some of the huge housing projects of the big insurance 
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BY GEORGE W. MATHIS 


companies. In addition to new homes, an enormous 
amount of modernizing and repairing of older homes is 
expected. In this regard, the Celotex Corporation re- 
cently reported that 60 per cent of the 37,000,000 dwell- 
ings in the United States are more than twenty-five vears 
old, and that in 1939, there were 4,000,000 of them unfit 
for habitation, 6,300,000 in need of repairs, 8,700,000 
were overcrowded and 15,600,000 lacked modern conve- 
niences. That left only 3,000,000 that “had everything.” 

Others who have surveyed the field estimate that 20,- 
000,000 new homes will be erected in the ten years alter 
the war ends. All of these figures seem so vast as to be 
improbable of complete fulfilment, but if they are cut 
in half, there would still be an enormous amount ot 
work ahead of the building supply companies. 

So, considering all of these things, the person inter- 
ested in the building stocks should forego the positive 
answer to the question, “Shall I sell now to buy back 
cheaper?” People seldom do. The current earnings re- 
port or dividend action might be unfavorable at the time 
when they are cheaper, if they are going to be. ‘The 
news is bad, so the prospective buyer decides to wait for 
still lower prices; they do not come; the stock starts to 
rise; the war ends; building stocks rise more rapidly; the 
opportunity to buy back cheaper has been missed. As it 


looks, from the present prospect, those owning these f 


stocks should keep them, prepared to wait for whatever 


time it takes, but with confidence that the eventual re- | 


sults will pay out. 

Practically all building operations involve the use of 
cement, in many cases a very large amount of it. In 
addition to the use of cement for edifices, large or small, 
there are many other operations using cement, as for 
paving in front of houses, and for roads. The Govern- 
ment is planning a huge series of national highways, and 
probably a large amount of the surface will be cement, 
while state and local governments will do a lot of new 
road making and a vast amount of repairs, after the war 
ends. ‘There are four prominent cement companies whose 
stocks are on the New York Stock Exchange,—Alpha, 
Lehigh, Lone Star and Pennsylvania-Dixie. 

Alpha Portland Cement had a very mixed earnings 
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record for many years, with deficits through most of the 
early 1930s, moderate profits for several years and fair 
ones in 1941 and 1942, the best being $2.08 a share in 
ig41. In 1941, a dividend total of $2 a share was paid 
on the 591,356 shares of capital stock, with $1.50 in 1942 
and $1 in 1943. The earnings shrank in each of the 
first three quarters of 1943. The company reported then 
on a “twelve-months-ending” basis, with $2.18 for that 
period ending March g1; $1.75 for the period ending 
June 3o and $0.84 for that ending September go. ‘This 
indicated a large deficit in the third quarter. 


Cement Manufacturers 


Lehigh Portland Cement had large deficits in the carly 
1ggos, then small deficits, then good earnings in nearly 
every year after 1935, averaging over $2 a share for the 
next eight years. After earnings $2.80 a share in 1942, a 
decline developed in 1943, as indicated by the reports at 
the end of each quarter. Dividends for eight years were 
from $1 to $2, with $1.50 paid in 1943. The company 
has 56,741 shares of 4 per cent preferred, par $100 and 
726,284 shares of $25 par common. 

Lone Star Cement had a shorter period of deficits in 
the early 1gg0s than the above two companies and the 
net income starting in 1934 was good in every year, 
averaging over $3 a share for the ten years through 1943. 
The best year was the $4.33 a share in 1941. The 1943 
earnings, also, showed a smaller falling off from 1942 
than the others. Dividends have been paid for a long 
period of time, with few omissions. The 1943 rate was 
$3. Lone Star has no preferred, with 948,597 shares of 
no par value common. 

Pennsylvania-Dixie Cement has had a very poor earn- 
ings record. Deficits on the common stock were reported 
for many years, even in 1929. In some years, deficits 
were shown on the preferred, and no dividends were paid 
on that issue through most of the 1930s, with small pay- 
ments from 1940 through 1943. The arrears on the pre- 
ferred amount to over $go a share at present. 

Many companies are in the business of supplying ma- 
terials tor roofing, walls, etc., of which one of the largest 
is Parafhne Companies. It also makes a number of other 
building materials, including paint and insulation. Par- 
affine has had a consistent earnings record, showing bet- 
ter than $2 a share on the common in every year for a 
long period, and in some years in the past ten had better 
than $4, and once (1937) Over $5. For the year to June 
30, 1943, net was $3.28 a share. Dividends of $2 a share 
each have been paid in the past three years, with higher 
rates in some previous ones. 

Flintkote Company is another producer of materials 
lor roofing, and many allied lines, also having a patented 


, asphalt road material. For a long period, annual earn- 


ings averaged better than $2 a share. In 1942, net was 
$2.34 a share, but 1943 results fell off somewhat. Divi- 
dends were go cents each in the past two years. 
Ruberoid Company is in the roofing and general build- 
ings material business, also making paints, floor covering, 
insulation, etc., and a number of felt products. Earnings 
have averaged close to $2 a share for a long period of 
vears and have been better than that in recent years, 
getting as high as $4.02 a share in 1941. Some dividend 
has been paid in every year for over ten years. The 
1943 rate was $1.15. The company is one of the oldest 
in the business, dating back to 1886. It has no bonds or 
preferred stock, with 397,806 no par value capital shares. 
Wood products companies include Celotex, Certain- 
teed Products, and Masonite Corporation; Celotex Cor- 
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poration is the largest. It is engaged in making wallboard 
and insulation from the fibers of sugar cane. It sells to 
many others besides the building trades, including rail- 
roads, motor car and refrigeration and other manufac- 
turers. The material is in liberal supply during the war, 
so Celotex is not waiting for the end of hostilities and 
has started on its postwar program now. Through con- 
trol of two other companies, it is in the gypsum products 
business, and it has working control of Certain-teed 
Products, which is described below. Celotex has had a 
fair earnings record, with one year showing $2.65 a 
share, but 1942 income was $1.55 and less than that is 
indicated for the year to October 31, 1943. Dividends 
have been irregular, in recent years, with a number of 
omissions in the early 1930s. The 1943 payment was 50 
cents a share. 

Masonite Corporation has a special process for making 
a grainless board, taking wood under heat and pressure, 
reducing it to fibers, then pressing it back to board 
again. The product can be controlled as to size, thick- 
ness, strength, etc., in this way. It is used for walls, 
panels, floors, furniture, in motor cars and for general 
insulating purposes. Masonite has had good earnings 
for many years, averaging close to $3 a share for the past 
eight years. The 1942 net was 53.35, and 1943 near to 
that figure. Dividends have been paid in every year for a 
long period. The 1943 rate was $1.25. Masonite has no 
bonds, with 35,000 shares of 414°, preferred, par $100, 
and 539,210 shares of no par common. 

Certain-teed Products has had deficits on the common, 
or very small income for many years through 1940, but 
in 1941 showed net of $2.11 a share, and $1.42 in 1942 
on the common. <A sharp falling off developed in 1943. 
No dividends have been paid on the preferred since 
1937, With $40.50 a share arrears on it. The company 
has proposed to make a number of capital changes, to 
clear up the back dividends on the preferred through 
new securities, and the Securities Exchange Commission 
has been asked to approve them. 

The two leading paint companies are Sherwin-Wil- 
liams and Devoe & Raynolds. The former has had an 
exceptionally fine record of earnings for many years, 
averaging nearly $7 a share annually in the past ten 
years. Dividends have been liberal, with $3 a share in 
recent years. The stock ranks among investment issues. 
Devoe & Raynolds has not had a consistent record, with 
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some good years and some bad ones, but its ten-year 
average, even though a deficit was shown in one of 
them, was about $3 a share a year. The 1943 dividend 
rate was $1.25. 

Johns-Manville Company is the world’s largest asbes- 
tos company, having its own mining properties, making 
a vast number of different asbestos products and doing 
the work of installing many of them which are used for 
heat control, sound proofing, roofing, insulation, etc. 
Earnings have been large for many years, with few ex- 
ceptions, often having been well over $5 a share and 
sometimes above $g as in 1942 at $9.24 a share, with in- 
dications of near that for 1943. Dividends have been 
paid at a conservative rate, with only $2.25 each in 


1942 and 1943, $3 in 1941, against $4.75 in 1937. 

A number of others are in the asbestos business, but 
with some it is only a part of their business and others 
are not of interest to the securities markets. It is the 
same with gypsum, with many in this business only to a 
small extent, and with one company far ahead of the 
others in importance. This is the United States Gypsum 
Company, which owns many mining properties for the 
production of gypsum rock and fifty plants for making 
wall plaster, tile, roofing and numerous other gypsum 
products. Earnings have been good for many years, and 
have averaged over $4.50 a share for the past eight. The 
1942 net was $4.24 a share and close to that is indicated 
for 1943. Dividends have been (Please turn to page 5332) 





Position of Leading Building Materia! Shares. 





Average 1943 
Per Sh. PerSh. Rating Rating 


“$1.06 $1.00 C+3 Y 


1.94 1.35 BB X 


1.870c. 015 050 C+2 xX 


ont kee 1943 V38e39 
a a 

Alpha Portland Cement.. $32.27 $16.03 $0.78 $1.97  $0.75E_ 
Amer.Radiator&Stan.Sen. 9.81 5.01 0.45 0.65 0.50E 0.37 
American Seating........ 29.53 22.10 9.09 2.62 0.50E 1.19 
Armstrong Cotk......... 35.48 17.93 294 1.96 1.75— 
NE ccd iconsy gh . 820 637 1143 1.5506. ‘ 
Certainteed Products..... 7.09 9.68 def.0.61 1.42 0306 —~ 
Congoleum-Nairn 91.17 1219 1.68 1.99 110E 1,52 
Oe. Linc id 34.49 21.75 1.90 1.64 2.50E 0.40 
Devoe & Raynolds 48.17 48.45 293 5.03Nv. 3.44Nv. 1.81 
oe 18.06 989 1.64 234 1.50E 1.02 
Holland Furnace 96.31 91.71 285 3.44 2.75E 1.69 
Johns-Manville 63.80 38.11 4.09 6.35 5.27 3.06 
Lehigh Portland Cement.. 43.66 16.67 1.84 2.80 1.75E 1.50 
Lone Star Cement 48.06 16.99 3.52 3.63 2.83 3.12 
MAaieMiD. .....-ss00se00 12.98 896 9.41 3.35Ag. 3.10Ag. 1.59 
oe 7.43 19.34 3.49 4.29 4.00E 2.62 
National Gypsum 6.60 472 0.51 0.56 0.50E 0.06 
Otis Elevator........... 18.09 11.71 1.51 1.09 1.00E 0.91 
Paraffine Companies. 41.82 19.17 3.83 4.66Je 3.295Je 275 — 
Penn. Dixie Cement 10.02 11.62 def.1.04 0.53 def.0.75E. — 
MM canvases 43.42 19.21 1.82 247 1.75E 1.26 
Sherwin-Williams........ 75.24 55.40 6.21 7.45Ag. 5.72Ag. 3.81 
United StatesGypsum.... 51.23 98.97 4.38 4.24 3.50E 2.94 
Yele & Towne Mig........ 43.45. 26.71 1.86 2.57 2.75E 0.84 


Oc. Year to October 31. 





Nv. Year to November 30. 
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Ag. Year to August 31. 
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ment Market 
$1.00 dividend expected. ower eornings until after war, 
then better. 

40c dividend indicated. Company handi 
capitalization before large issue of common. 


d by too large 





0.40 C+3 Y 
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building program. 
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raw materials available. 


No dividend likely. Rec 
common; may merge with Celotex. 
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Expect $1.00 dividend. Has importent wall and roofing 
products besides floor covering. 


1.00 B3 xX 





1.00 B1 ¥ 
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1.25 C+3 Y 
outlook good. 





0.90 B3 xX 
excellent. 


Expect $2.00 dividend. Indicated many years good business 
after war. 


2.00 B3 xX 


$2.25 dividend, or more, expected. Has extra good outlook 
in postwar building program. 


2.25 A3 x 
1.50 C+3  Y Reduction to $1.00 dividend indicated by 25c first quarter 
Postwar prospects good. 


3.00 B83 sf May pay less than $3.00 if war lasts through 1944. Considered 


strongest in cement field. 


$1.25 dividend expected 1944. Company planning grea! 
expansion in panelling goods. 


1:25 683 x 


Possible increase over $2.00 rate. Will develop electronics 
devices as well as its heat control instruments. 


25c dividend indicated. 
funded debt and preferred. 


May reduce from $1.00. 
for work in public buildings. 


2.50 Ag x 
0.25 C+3 





100 C+3 Y Postwar outlook good ially 





Roofing and other products should bring long. period good 
business; $2 dividend secure. 


2.00 B3 x 


No dividend likely for years; heavy arrears on preferred. Com- 
pany in marginal position. 


— c3 Z 


May increase above 60c dividend. Company in “roofing 
paints, etc.; outlook promising. 


1:15 B32 x 


$3.00 dividend secure, may be increased. Has bright outiook, 
but stock may have discounted much of it. 


3.00 A3 W 


2.00 A3 x 
big business after the war. 


demand for years after war. 


Je. Year to June 30. E—Estimated. 
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May resume $1 payment. Postwar outlook good; big public 
Look for $1.95 payment 1944. Company has strong position | 


50c dividend indicated. Starting postwar work now, with 


ne Fase tr looked for. Valve ‘business may decline but | 
gs 
Dividend outlook uncertain due to earnings decline. Postwar 


90c dividend probable. Podue prospects in roofing, ete., ‘ 


Common handicapped by large 


Expect $2 dividend. Has better outlook than most others for | 


$1.00 dividend expected. Builders hardware should be in big 
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1944 Prospects for 


MOVIES 


BY EDWHEN 


Wir war-time operating difficulties somewhat cased, 
the motion picture industry enters 1944 with the expecta- 
tion of at least duplicating, if not exceeding last year’s 
excellent results. There is good basis for this expectancy. 
Theatre attendance continues at record levels and there is 
no sign of early abatement. Film rentals are higher, and 
extension of the hold-over policy of first-run films will 
permit reduced production schedules, offsetting higher 
costs and greatly reducing amortization charges. The 
impending tax increase, doubling the present 10°; ad- 
mission impost, holds no particular terror. The industry 
feels confident that it can be passed on to the customer 
without adverse effect. 

Controls on consumption of raw film may be aban- 
doned within three to six months. Lately the supply 
situation has shown steady improvement and, being now 
quite ample, the WPB is surveying the situation as to 
its permanency prior to deciding on the lifting of restric- 
tions. In spite of this prospect, the industry is planning 
fewer but better pictures. Within this general projection 
of 1944 plans, producers foresee a number of changes. 

These include a further moderate retreat from double- 
feature programs. More realistic pictorial portrayal of 
the war, both on the home and on the battle front, with 


A. BARNES 


lessened emphasis on spy and underground themes. More 
two-reelers in technicolor are also envisaged. ‘To miti- 
gate the shortage of male talent, many new actors and 
actresses will be given star “billing” and some older favor- 
ites are expected to return to the screen. 

The sizable backlog of films built up by major compa- 
nies should materially aid the carrving out of the indus- 
try’s shortened production program. Paramount, for in- 
stance, has scheduled only eighteen features this year, 
compared with 42 last year, relying on a backlog of 24 
films waiting to be released. “wentieth-Century-Fox, 
with a dozen films in reserve, will produce only 35 this 
vear compared with a normal 52. Metro-Goldwyn-Mayer 
(Loew’s) has a film backlog of a dozen and is now work- 
ing on only six new pictures against normally eight in the 
making at any given time. Last vear it produced 3 37. 

Warner Bros., a leading advocate of the single feature 
program, is working on an ambitious program of 46 short 
subjects. In the full-length feature field, it will make no 
more “B” pictures and instead plans to concentrate on 
timely subjects tieing in with actual war developments in 
the hope of repeating the tremendous success of “Casa- 
blanca.” Paramount's two-reeler program schedules 
technicolor shorts costing up to (Please turn to page 536) 





Position of Leading Motion Picture Shares 















































Net 1936-39 Est. 1936-39 
Book Quick Avge. 1942 1943 Avge. 1943 Invest- 
Value Assets Net Net Net Div. Divi- ment Market COMMENT 
Company PerSh. PerSh. Per Sh. Per Sh. Per Sh. Per Sh. dends Rating Rating 

Columbia Pictures.......... $27.72 $18.86 $1.90 $3.84Je $4.36Je $0.75(c) $0.50 C-+1 ¥ War-time earning power expected to continue around double 
pre-war levels and further small dividends expected. 

Consol. Film Industries...... d (a) d0.20 4d0.56 0.30 None None C1 Z Outlook for common uninspiring view lack of worthwhile earning 
power and mounting preferred arrears. 

eee 65.07 13.21 6.42 7.02Ag 9.00 4.25 4.00 Atl WwW Extremely favorable current and postwar outlook pointing to 
further operating gains despite high taxes. Dividend may be 
raised. 

GOEL. vcs dueeseewec 23.84 (a) 1.08 4.21Ja 4.37 0.04 1.30 B1 x Staged good recovery under progressive Preferred 
retirement constructive, long-term earnings trend upward. Divi- 
dend safe. 

Radio-Keith-Orpheum. .... 6.08 (a) (b) d0.01 2.25 None None C1 Y Now profitable operations of picture subsidiary and release of 
British olster outlook but preferred arrears 
still $15.50. 

TOGMICOIS: ........ «cccsees. 6.29 4.21 0.89 0.41 0.75 0.81 0.50 C+1 Y Outlook points to further earnings uptrend; Demand still growing 
and margins lately improved. Further small dividends expected. 

Twentieth Century-Fox...... 17.41 2.82 3.15 5.30 5.00 1.88 2.00 B1 Ww Excellent position and outlook presages further gains as 
costs well controlled and optg. income uptrending. Dividend 
could be raised. 

TE... cc adwerons 24.27 (a) 0.75 220Ag 2.12Ag None None B1 x Changed capital structure opens way for resumption of dividend 
but debt retirement program will probably dictate conservative 
policy. General outlook promising. 

Universal Pictures.......... 35.18 25.90 4d3.64 5.340c 6.000c None 1.00 C-+1 ¥ Fairly large per share earnings affording ey yield expected to 
continue despite forth stoc 
warrants. Dividend should be maintained if not raised. 

d—Deficit. (a) Not applicable because of excessive prior obligations. (b) Not relevant due to reorganization. 


(c) Plus stock dividend. Je June 30 Ag August 31 Oc October 31 
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Synthetic Rubber Boots Made 
by U. S. Rubber Co. 


Fiw industries are in a stronger positon than the man- 
ufacturers of rubber goods, for the Government wants 
all that they can turn out in many lines, there is a huge 
civilian replacement demand waiting for tires and tubes 
and other products, while the postwar prospects for very 
large sales of motor cars will bring another great volume 
of business. The raw materials difficulties are of less 
concern, as the supply of synthetic rubber is increasing 
and this year should get to where it exceeds the war 
needs and priority demand and leave some for general 
consumption. 

When the European war ends there will be a partial 
conversion in some industries to peace-time products, but 
they cannot make a complete withdrawal from war work 
until the second part of the war is finished in the Far 
East. This will put such industries into an “in between” 
status. Others will face a long lag while their plants are 
being converted from war to peace items, even after the 
final victory in the Asiatic War. During both of these 
interludes, no let-up can be looked for in the rubber 
goods business. If the motor car makers are not ready 
to contract for tires and tubes, the millions of cars now 
in service which need them will take all that will be 
available for a long time. The rubber footwear, hot- 
water kottle, raincoat, rubber belting, garment and other 
outlets will foot up to large volume. 

Leading companies in this industry have had a gener- 
ally good record for most of the past eight years. They 
had a few bad years in the early 1930's, in many cases, 
and the slump in 1938 caused some falling off in con- 
sumption and lower profits, but nearly all have pros- 
pered from 1939 through 1943. 

Judging by all of the prospects for consumer lines, it 
would probably be safe to predict that this industry 
ought to operate at a high rate and show good profits for 
four to five years after the war ends. 

Stocks of the leading companies have not sold off as 
much from the highs made in 1943 as have some other 
groups, and there appears to be a good demand for them 
for long pull holding. If the market as a whole should 
turn sharply lower, it might bring about a decline of fair 
size in these stocks, but they can be expected to act better 
than the market as a whole as represented in the aver- 


RUBBERS 


Over Short 
And Longer Term 


ax 8. ff. FRAVIS 


ages. Many of them give a good yield on present divi- 
dend rates. 

The company which has had the best average record 
in the past ten years in this group is Lee Rubber & Tire, 
which went through the depression years with fair earn- 
ings at a time when some of the larger companies were 
reporting deficits. Furthermore, it has had exceptionally 
good earnings in the past seven years. In 1938, when 
business as a whole was poor and profits of innumerable 
companies were small, or deficits were shown, Lee had 
net income of $3.91 a share. This increased to $5.92 in 
1939, declined to $3.65 in 1940, then was followed by 
the record year in 1941 with $6.19 a share. In 1943, net 
was $5.39 and in 1943 was $6.16 a share. The earnings 
are for the fiscal year ending October 31. For these six 
years, the average was $5.20 a share annually. Dividends 
on the capital stock during the past few years have been 
$2.25 a share each. The payment of 75 cents a share on 
February 1, 1944, is an indication of a probable $3.00 
total this year. The secret of the large per share earn- 
ings is a low capitalization. Lee-has no funded debt or 
preferred stock, with only 241,500 shares of $5 par value 
capital stock. The company had been largely in the re- 
placement field for tires and tubes before the war, in- 
cluding heavy duty truck equipment. A small amount 
of original business was placed with it by motor car 
makers. There is also a department for industrial and 
mechanical rubber goods, belting, hose and similar prod- 
ucts, which did about 30% of the gross. Lee stock had 
held in a narrow range for a long time, but moved up 
into new high ground more recently. In January, 1944, 
it sold at 4114, the highest price it had ever reached. The 
price range for the stock in the period from 1932 to 
1943, inclusive, was 39/4 high, 134 low. 

United States Rubber is one of the leaders of the stock 
market, and in periods of heavy public trading, the com- 
mon stock often has some wide market swings. In the 
1936-7 bull market, it went from 163% to 723%, and in 
the 1942-43 market from 135% to 4614. It is the most 
speculative stock in the Big Four of the rubber trades, 
but its reversals in bad markets have been as extensive, 
with a drop in 1937 alone from the 723% high to 20 low 
(then back to 5614 in 1938). The floating supply of the 
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ock seems to be larger than that of many of the other 
prge companies in this group. This reflects the adverse 
onditions affecting its business in the 1920's, at a time 
then many other rubber companies were doing well. 
sa result of poor business then, the du Pont interests 
pk an important position in its affairs and made an 
ternal reorganization, with good earnings resulting 
erefrom in recent years. U. S. Rubber has a large 
nded debt and preferred stock issue, which gives the 
ommon stock great leverage in times of good business 
ut works in the reverse in depression periods. As of 
une goth 1943, funded debt was $32,750,000. The 1943 
eport when it is published is expected to show some 
rther reduction in this. Preferred stock totals 651,091 
ares of $100 par value. This stock is non-callable, which 
sa handicap as the company probably could sell a pre- 
erred stock with a much lower dividend rate than the 
% to which the present preferred is entitled, but the 
ividend is non-cumulative. 

No preferred dividends were paid for a number of 
ears, starting in the late 1920’s and continuing until 
938. Common dividends were omitted for an even 
nger period, with the only recent payments being 
2,00 a Share in 1941 and $1.00 in 1943. Earnings on the 
pmmon stock have been quite irregular in the past 
fteen years, with small income or deficits in the early 
ggo’s, a jump to $3.80 a share in 1936, a drop to 91 
nts in 1937 and 43 cents in 1938, then an average of 
most $4.00 a share for the three years 1939-41. In 1942, 
sses Of the company’s plantations in the Far East were 
itten off, with the result that the remaining net was 
1.82 a share on the common stock, but the actual earned 
come was above $10 a share, not allowing for the 
xes which would have been levied if it were not for 
e write-off of war losses. Earnings of $2.44 a share for 
e first half of 1943 indicate that a good sum will be 
hown for the full year when the report is published. 
















ing and industrial rubber goods, as well as among the 
largest in the tire and tube business. Its postwar pros- 
pects are promising, but it may be that the first year 
after the war with Japan is finished may find the com- 
pany forced to include in its income account whatever 
value may be recovered from the company’s plantations 
and factories in the Far East. This sum will be subject 
to Federal taxes, but it may be that the excess profits 
tax will not be included then. 

Many of the things used only moderately or only partly 
developed before the war have been perfected, or new 
uses found for them as a result of war necessities. One 
of these is Koroseal, developed in prewar days by Good- 
rich for shower curtains, raincoats, baby pants and um- 
brellas. It is a coating used on fabric which makes it 
rain-proof, but it will not wrinkle or crack. It is secure 
against any moisture penctration, grease or salt water. 
B. F. Goodrich Company expects it to have a vast de- 
velopment after the’ war. There is another product 
“Geon” which Goodrich chemists have developed, for use 
as a coating on fabrics, paper, insulation, etc., which 
is non-inflammable, resists oxidation and change in form 
under high temperatures. Without these and many other 
new products, Goodrich has very good possibilities from 
its normal business after the war, as one of the largest 
makers of tires and tubes, many mechanical goods, in- 
dustrial rubber products and other rubber goods. 

Goodrich common stock is ranked as one near the 
investment grade. The company has had a good earnings 
record in recent years, but like so many others in this 
and other industries, did not have good results in the 
early 1930's. In the five years from 1939 through 1943, 
earnings have averaged better than $4.00 a share an- 
nually, after extraordinary reserves. These reserves have 
been quite large. Thus in 1941, they were equal to $5.47 
a share, out of earnings before them of $10.49, and in 
1942, reserves equaled $1.22 a share out of $6.94 net 












































.§. Rubber is the leading maker of a number of cloth- earnings on the common. (Please turn to page 529) 
e 
The Position of Leading Rubber Stocks 
Net 1936-9 1936-9 . 
Quick Avg. 1942 1943 Avs. nvest- 
Book Assets Earmings Earnings Earnings Div. 1943 ment Market REMARKS 
Value PerSh.* Per Sh. er Sh. Per Sh. PerSh. Div. Rating Rating 
win Rubber.......... $9.11 $5.25 $1.11 $1.00Je. $1.14Je. $0.69 $0.50 C+2 Y Dividend of 50c expected 1944. Good prospects for rubber 
mat and other auto-used rubber products of this co. 
hyton Rubber Mfg...... 20.22 27.51 274 4.150c, E4.000c. 0.44 1.00 C+2 ¥ $1.00 dividend indicated this year. Industrial goods b 
expected to grow, tire outlook fair. 
stone Tire &R........ 53.26 55.37 2.48 7.800c. 7.940c. 1.41 2.00 B2 x $2.00 dividend expected, possibly more. Company extending 
crude rubber output Liberia and Central America. 
eneral Tire & R........ 26.54 19.06 2.51 2.37Nv. E3.00Nv. 0.38 1.00 C+1 Y Expect $1.00 dividend 1944. Company plans to develop new 
retail outlets after the war. 
F. Goodrich.........+- 59.30 62.06 1.32 5.72 E6.50 0.75 2.00 B1 x May increase $2.00 payments this year. Developing new 
products, some outside of rubber manufacture. 
bodyear Tire & R....... 37.22 63.59 2.58 5.46 E5.50 0.94 2.00 B2 x $2.00 dividend may have extras added. Postwar outlook 
very good, especially for sales to motor car makers. 
Mercontinental Rub....... 6.65 446 0.12 0.77 E1.25 0.05 1.00 C-+1 ¥ $1.00 dividend probable. Acreage of rubber producing 
shrub greatly extended in Mexico. 
be Rubber & Tire........ 46.72 35.92 3.61 5.390c. 6.16O0c. 3 63.35 B1 x Increase to 75¢ dividend first quarter indicated $3.00 rate for 
1 Has been consistent earner. 
prwalk Tire & Rubber.... 4.16 5.27 0.29 0.80Se. 0.80Se. — 0.20 C1 Zz Should pay at least 20c dividend. Possibilities for larger 
postwar tire business. 
iberling Rubber........ 13.75 14.28 0.95 1.78Oc. 1.700c. —- 0.50 C+2 Y May increase 50c dividend rate. Postwar prospects seem 
promising for tire and tube sales. 
30.63 61.35 2.01 1.82 5.09 — 1.00 B1 x With no further war loss write-offs, earnings and dividend 


a States Rubber...... 


may increase. Postwar outlook excellent. 





* Figured on common stock without regard to senior securities. 
le. Fiscal year ending June 30. E-Estimated. 
. Fiscal year ending October 31. 
Vv. Fiscal year ending November 30. 
Fiscal year ending September 30. 
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STATUS of MOTORS and ACCESSORIES 





Motor trucks will be in big demand 


Axy consideration of the future of the automotive 
industry, now turning out ten billion dollars worth of 
war materials annually, must obviously be predicated on 
changing events in the war theatres. Hence to say that 
the new year will bring this or that to the various ele- 
ments of the industry would be futile. No one realizes 
this more than industry leaders themselves; nonetheless 
they are looking ahead while grimly continuing the job 
at hand. 

The automotive industry entered 1944 with its 1,038 
principal plants 100°, converted to war production. In 
1943, Output amounted to some $8.84 billion and the 
current backlog of orders totals over $14 billion. These 
huge amounts have been translated into sharp realities 
during the past year, and will be even more in 1944, un- 
derlining the fact that the industry, singly, accounts for 
no less than one-sixth of our entire war output. Of late, 
production has been progressively centering on aircraft 
business, now accounting for over 50°; of the backlog. 

While for many units, 1942 was largely a vear of tran- 
sition, 1943 Witnessed capacity output virtually all along 
the line. With expansion programs completed, produc- 
tion today runs near peak levels but cut-backs and can- 
cellations in the ordnance field are mounting rapidly, and, 
more and more, schedules are dislocated by constantly 
revised military programs, dictated by shifting strategy of 
the war. 

This together with the favorable turn of military and 
political developments has rendered the industry in- 
creasingly “reconversion conscious” and despite its major 
role in the war effort, leading units have begun laying 
the groundwork for reconversion. They have placed ten- 
tative orders with machine tool builders for new equip- 
ment and industry executives are actively preparing to 
launch the biggest modernization and expansion pro- 
grams ever undertaken. Plans of five companies, General 
Motors, Chrysler, Studebaker, Packard and Nash-Kel- 
vinator indicate a 40°% to 509% expansion of capacity in 
prospect for the industry to meet the expected heavy 
post-war demand for automobiles. Their total cash out- 
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... Reconversion Problem 
..Post-War Prospect 


BY STANLEY DEVLIN 


lays will probably aggregate $1.1 billion in the first yea 
or two after reconversion gets under way. Plans of For 
Hudson and Willys-Overland, not yet disclosed, and \ 
many parts companies and truck manufacturers, are ¢@ 
pected to swell this figure very substantially. 

General Motors alone intends to spend $500 millior 
to get back into production, to expand capacity by 50! 
and to rearrange and modernize existing plants. Chr 
ler’s first reconversion year’s expenditures—not includin 
any expansion or modernization—are officially estimate 
at $yo million but as much as $75 million will probab) 
be required additionally to get completely set for pos 
war business. Packard will spend approximately $1 
million immediately to get into production and increa 
capacity by 459%. Nash-Kelvinator plans outlays of | 
million for reconversion and expansion. Studebaker 
in a position to double its capacity merely by putti 
operations on a two-shift basis. Its reconversion costs wi 
be less than those of most other companies because i 
facilities have been fully engaged in the manufacture ( 
military trucks. Combined expenditures of Nash, Packai 
and Studebaker, however, are likely to increase by ai 
other $40 million to rebuild inventories and absorb fina 
cial burdens incidental to reconversion, merchandisi 
and promotional efforts. 

In reconverting, speed of course is of the essence, ni 
only for competitive reasons but to prevent needless wu 
employment and undue strain on financial resource 
Strong representations have gone to Washington in th 
respect. The industry is asking that the Governme 
expedite to the utmost the return to vehicle manufactu! 
as soon as the demands for war materials are met f 
specific production items. The extent and speed wit 
which the industry will be able to move “into high geal 
on normal production depends largely on the principl 
which the Government lays down for its war producti0 
assignment. Because of the time factor involved, the i 
dustry wants to know, as soon as war production requi! 
ments permit, the Government’s plans for releasing m 
terials, equipment and manpower, in addition to speed 
est clarification of official policies on contract termiD 
tion, disposal of surpluses and Government-owned equi 
ment in private plants. All these are factors over whi 
the industry has little or no control. The order ai 
speed of freeing of plants of parts suppliers is a vital c 
lateral problem, closely tieing into the transitional pro 
lem of their client industry. Above all, the matter 
simultaneous plant release is a major headache, at pres¢ 
the cause of the hottest behind-the-scene battle in oré 
to determine which companies will get the best “brea 
as civilian output is resumed. 

It is a battle for production quotas, thus far oe 
directly only truck manufacturers, since passenger «| 
output is still something for the indefinite future. Bi 
eventually all companies expect to become involved | 
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the fray, on the theory that the pattern of allotment 
quotas set for increased civilian truck production this 
year may be followed later for passenger cars. When the 
lines are finally drawn, observers expect one side to be 
made up of the “little fellows,” the other of the “big 
three,” General Motors, Chrysler and Ford. In the middle 
is the WPB which must decide the dispute. Big truck 
producers want production quotas based on the output 
of each manufacturer during the five-year base period of 
1936-40; smaller manufacturers contend that such an allo- 
cation policy might force some of them to operate at a 
loss when they no longer have profits from armament out- 
put. A decision will have to be made prior to allotment 
of production quotas for the enlarged truck program. 
Sizable cut-backs in military truck production schedules 
for 1944 are in the offing, possibly as much as 100,000 units 
from present schedules calling for about 877,000 military 


trucks. 1944 schedules for civilian truck manufacture, 
recently stepped up to 122,000 units, as a consequence 
may be expanded to 200,000 vehicles. Altogether, truck 
builders are assured of excellent volume for a number of 
vears as demand for trucks should continue high for the 
duration as well as immediately after the war to ease the 
world-wide transportation pinch. 

The transitional problem of automobile makers, as far 
as timing is concerned, is towering. If the war were to 
end today, reconversion would take between four and 
eight months, for the various components of the industry, 
but it is practically certain that the war will not end on 
all fronts simultaneously. This immensely magnifies the 
difficulties ahead and greatly complicates industry and 
Government planning since obviously not all plants can 
be released from war production until the global war is 
over. To find a suitable yvard- (Please turn to page 534) 





POSITION OF LEADING AUTOMOBILE, TRUCK AND AUTO ACCESSORIES STOCKS 


Net 1936-39 
Quick Average 1942 
Assets Net Net 
Per Sh. Per Sh. Per Sh. 


Book Est.* 
Value 


Company Per Sh. 


1936-39 
Average 1943 
1943 Net Dividend Divi- 

Per Sh. Per Sh. 


Invest- 
ment Market 
Rating Rating 


COMMENT 
dends 





Chrysler Corp. $43.26 $37.40 $9.68 $3.57 $6.50 $7.25 





$3.00 Ag Y War output ti pred t but narrowine marcins make 
for somewhat lower net. Long-term prospects excellent; post- 
war operations should exceed best peace-time levels for some 


time. Dividend secure. 





General Motors 24.41 13.74 3.93 3.55 3.40 3.31 


2.00 Ag? ¥ War production currently near annual no $4 billions. Domi- 
nating ition in ive field and wide diversification 
elsewhere assures excellent peace-time prospects. Dividend 


should be maintained. 








Graham Paige. . 0.84 0.13 d0.51 0.37 0.30 None 


C3 Z War demand provides current profits. Pre-war record poor, 
post-war outlook uncertain. Large RFC loans bar dividends 


for near future. 


None 





Hudson Motors 20.62 9.18 d1.23 1.34 1.32 0.06 


0.20 62 Y War work still i 
growth. 


situation. 





but ower margins i di i 
Peace-time pot nt uncertain in view of competitive 
10¢ quarterly dividend should be continued. 





Hupp Motors 1.60 0.11 d0.98 0.37 0.20 None 


G& 


None y R izati titi di 





Financial position poor 
outlook uninspiring despite modest earnings from war work. 
Dividend prospects remote. 





Mack Trucks. . 73.06 48.05 1.03 5.00 4.95 1.12 


3.00 B2 Y Current and immediate post-war outlook favorable as truck 
demand expanding and trade position strong. Renegotiation 
uncertain factor, may cut earnings. Dividend should be main- 


tained. 





Nash-Kelvinator. 11.41 7.80 0.43(b) 0.89 0.96Se 


0.50 C+2 Y Important war orders sustain earnings and dividend should be 
continued. Good trade position in consumer durable goods 


field is bolstering post-war outlook. Finances improving. 





Packard 3.57 2.04 0.15 0.32 0.25 0.17 


0.10 C+3 Y War work heavy. Narrower margins, mounting taxes affecting 
net but levelling off in 1944 anticipated. Post-war outlook 


d by di ti Further small dividends possible. 








Reo Motor. 16.90 12.34 d1.01(c) 2.99 3.95 None 


1.00 C1 Y Operations improved by reorganization and war work sus- 
taining earnings. Dividend may be ft d for d 
but post-war outlook uncertain and return to marginal position 


likely. 








Studebaker... .. cc cccccesess 14.36 9.03 0.47 0.92 1.50 None 


hahil inti 


0.25 urther gs gai 
Ss basic nace Bos enhances post- 


War work imp t; 
to enlarged dividend. 


war outlook. 








White Motor..........--ese06. 51.80 38.75 d1.55 5.10 5.50 None 


a: 


1.25 Bt ¥ 





Enlarged truck program points to sales, but 
ti actor. Finances strengthened by large 
Good trade position bolstering postwa 





contingency reserves. 
outlook. 





Willys-Overland...........+++ 8.48 446 0.55(c) 0.53 1.32Se None 


C1 Y War earnings good but may be reduced by renegotiation. 
Involved financial situation detracts from post-war prospects. 


Dividend outlook unpromising. 


None 





Am. Bosch Corp. 10.80 5.45 d0.73 1.63 1.80 None 


q1 Y Mod. +, 





None i i owing exp program antici- 
War output important but post-war prospects and 


pated. 
dividend outlook uncertain. 





Bendix Aviation 30.68 18.93 1.18 5.90Se 7.50Se 1.00 


Further sales and 
tions assured for duration. 
motive fields enh 
maintained. 


3.00 B1 ¥ gains expected with capacity opera- 
Strong Position in aviation, auto- 


postwar prosp Dividend should be 











Bohn Aluminum 42.19 18.07 3.04 6.78 6.50 2.31 


3.00 B2 x Well maintained war-time earnings assured. Strong position 
in automotive field and wide diversification elsewhere charac- 


terize good postwar prospects. Dividend secure. 





24.46 15.73 3.29 3.09 3.40 


1.60 B2 x Cut-backs may impede further earnings growth but good war- 
time results assured. Greatly diversified normal output in 
durable goods field makes for I Pp prosp 


Dividend safe. 








Bower Roller Bearing............ 19.23 10.36 3.09 3.54 3.43 


2.50 B1 Heavy war work assures good near-term earnings. Post-war 
outlook favorable though net will fluctuate with volume of 


auto industry. Dividends should be 
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POSITION OF LEADING AUTOMOBILE, TRUCK AND AUTO ACCESSORIES STOCKS—Cont. 





Net 1936-39 1936-39 
Book Quick Average 1942 Est.* pwn 1943  Invest- 
Value Assets Net Net 1943NetDividend Divi- ment Market COMMENT | 
Company Per Sh. Per Sh. Per Sh. Per Sh. Per Sh. Per Sh. dends Reting Rating C 
DEINE. ocasusacseacecnlc 18.50 11.21 2.88 2.15 2.50 2.56 200 C+1 Y 1944 outlook good and dividend secure. Leading position ' 


as auto body builder plus new metal working activity should 
afford good postwar profits. 


Briggs & Stratton............... 14.66 7.20 3.22 6.00 4.40 3.12 3.00 B2 Ww 1943 affected And cut-backs but 1944 outlook enhanced by 
new orders. Aided by Neg diversification, sod postwar 
earnings anticipated on basis of demand 
No dividend change likely. 


ere 9.15 0.64 d0.54 2.04 1.25 None None C2 i Price reductions been paring net but h forth should conti C1 
_— stabilized. fas argo operations should be satisfactory dolla 
but hence no early dividend reacl 


a SS errr ey 7.33 2.41 0.38 1.82 1.25 0.10 0.50 C+2 Y Cut-backs and price reductions affecting earings despite well 
d large Postwar prospects good in line to be 
with optimistic appraisal of automotive outlook. Capital needs ; 
keep dividends conservative. pans 
to fl 


Campbell, Wy. & Can.........- 21.63 6.88 1.56 2.49 2.50 0.99 1.25 C+2 Y Ilent war d d, well maintained i assured for 
ae Post-war prospects governed by excellent prospect the ; 




















prospect. 
































. of automotive industry. Dividends should be maintained, year 
Clark Equipment................ 45.09 21.80 2.86 4.12 4.50 1.48 3.00 B2 x 1943 sales uptrend should continue into 1944 with well main- consi 
tained earnings despite narrowing margins. Volume of auto- aga 
motive parts and tractors, wherefor large d with 
determines post-war outlook. cons 
Clevelend Graphite............ 20.52 1.36 3.73 4.24 4.45 2.20 2.00 B82 Y Sales uptrend should continue, with further moderate earnings incre 
gains. Growing industrial markets will lessen dependence on ; 
automotive industry for future income. Dividend should be Hi 
meinteined. lowe 
Collins & Aikman.............. 26.19 12.15 4.47 1.07Fe 2.00 2.50 None 81 x War backlog expanding, pointing to further moderate earnings findi 
gain. Return to normal business assures continuance of good : 
prewar earnings record. Small dividend is possible. decli 
Ps on. cb nce cvesscenss 28.23 18.00 2.74 4.95 5.50 2.09 3.00 B82 Ww 1944 outlook f ble; dividend appears safe. Strong auto- prop 





motive position, increasing diversification elsewhere enhance of be 
good future outlook. Finances excellent. 


Electric Auto-Lite............. 23.21 9.30 3.30 3.41 4.10 2.30 2.00 B1 Y War-time earings should continue satisfactory and dividend 
appears assured. Strong trade position, increasing diversification | Stale! 
promise well maintained postwar record. 


Elec. Storage Batty............. 40.53 27.40 2.06 2.20 2.95 2.31 2.00 B2 -W Exceptional Ronen a stability is outstanding charecteristic. 
A d should be fully offset by civilian 


n 
demands. Dividend safe, fundamental position sound. 


Houdaille-Hershey ''B"......... 7.94 7.08 1.48 1.55 1.60 1.28 1.00 C+2 Y Well maintained profits, dividends anticipated. War backlogs 
large. Strong position in automotive. Aircraft and refrigeration 
markets should aid peace-time sales. Diversification growing. 


Kelsey-Hayes 'B"............. 42.00 4.74 d0.05 3.31Ag 3.30 0.38 1.50 C+2 ¥ Ordnance work substantial, affording good near-term earnings, 
well maintained dividend. Post-war should retain leading 
as principal supplier of Ford, General Motors. arate, 





dips, 























Motor Products..........-.--+- 17.63 9.65 1.56 1.94 2.50 2.06(h) 1.00 C+1 x Lerge war backlogs assure high operati well U 
dividend. Finances strong. Well entrenched in avtomoti 
industry but diversification growing. Amante 


Motor Wheel.............-+-- 16.20 71.67 1.79 2.17 2.05 1.18 0.90 C+2 Y Declining ordnance output offset by expanding military vehicle 
and aircraft programs but price cuts retarding earings growth. 
— operations should be aided by widening diversifi- Beyuk € 
cation. 


Raybestos-Manhattan............ 31.93 17.18 2.19 2.58 2.75 1.48 2.12 Bg y Near-term earnings should be well maintained and dividend 
safe. Normally enjoys broad automotive, industrial markets. Consoli 
sae finances, good earnings record. Postwar outlook prom- one 
ising 


Reynolds Spring................ 9.91 4.33 0.57 1.16 1.22 0.50i) 0.50 C+2 Y Capacity operations continue in all divisions, stabilizing earnings SG | 
around current levels. Past earnings record unimpressive but jenera 
om plastic line should aid post-war results. Dividend appears 
safe. 


Spicer Mfg.........-++++0++000- 45.97 (e) 2.86 77 7.25 1.88 3.00 C+2 W Military demand heavy, capacity operati assured pointing | Helme, 
to fairly well maintained earnings despite price reductions. 
— safe. Broadened earnings base assures good postwar 
results. 


Stewart Warner................. 18.51 11.80 0.85 1.25 2.00 0.56 0.50 C+? Renegotiation affects earnings growth despite continued heavy 
war volume, probably precluding dividend increase. Increasing 
diversification enhances good postwar cutlook, notably for 
Alemite division. 


Thommold Comp,.....ccccescceee 3.65 (2) 019 0.72 1.00 None 0.55 C+1 Y 1944 outlook favorable; dividend —_ at least equal las! 
year's. Pre-war reco’ efficiency 
and developments in plastics aid postwar wpe Philip MV 


SD TIDE, 8585 5505000 38.89 16.50 2.68 6.49 6.75 a4 1.50 B2 x War-time peak demand assured despite occasional cut-backs. 
Further gain sales, earnings expected. $2 dividend likely. 
Peace time prospects aided by widening diversification, growind | Reynold 
activity in aircraft field. 
Timken Detroit Axle............ 20.86 15.03 2.18 5.25 5.20 1.50 2.25 Bz W Substantial —— ermitting liberal dividends assured for 
set years, cade earnings base, good automotive out- U.S. To 


il 
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look strengt! nna 
Timken Roller Bearing.......... 21.06 10.86 2.99 2.68 2.75 3.06 2.00 B81 x Stable war-time earning, dividends indicated wit further modest 
gains p as d heavy. utlets and com- | ———— 
pany's activity in the alloy poh field aid en range outlook. | Univ. Le 
(a) N ilable b of ive prior obligati (h) Excl. of 100% stock dividend in Feb. 1936. 
®) 1936-37 inclusive. d)—Deficit ¢ ) or ee oo Gack didend reg June 1936. — 
eficit. ‘ear en temb: As—Y d 
(e) 1938-40 inclusive. * Fiscal year caalaas are eanily sal oabnaiinn. nee. ay, E—Es 
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CHANGING STATUS OF TOBACCOS 


BY 


Cigarette consumption, representing by far the largest 
dollar volume of business in the tobacco trade, again 
reached record highs in 1943. Though volume will be 
well maintained this year, further gains—if any—figure 
to be much smaller than in 1943 since the war-time ex- 
pansion in consumer purchasing power shows a tendency 
to flatten out. Moreover, total number of persons in 
the armed forces will not increase at the rate of last 
vear and may tend to stabilize by summer. Army-Navy 
consumption is disproportionately heavy in comparison 
with normal civilian usage. Apart from the increase in 
consumer buying power, war-time nervous tension also 
increases civilian consumption. “Light up and relax.” 

Higher operating costs and heavy war-time taxation 
have, of course, prevented the volume expansion from 
finding much reflection in carnings except to keep the 
declines from 1942 profits within generally moderate 
proportions. Among the large companies the reports 
of both Reynolds and Liggett & Myers show small profit 
dips, in the latter case virtually nominal. A recent 


| statement by the management of American Tobacco, 


PHRDPE EL EP 


DOBBS 


accompanying declaration of a 25-cent extra dividend, 
emphasized competitive gains, suggesting probability 
that annual statement will show a small increase over 
the previous vear. 

However, the general earnings trend of the cigarette 
industry appears slowly downward; and unless a price 
increase is authorized—which is doubtful—this year’s 
earnings of most companies may well record a moderately 
larger shrinkage than last vear. While taxes appear 
stabilized at the levels called for in the pending bill 
upon which Senate and House conferees have agreed, in- 
ventory costs of leaf tobacco—which are figured on a 
g-vear average basis—will be substantially higher than 
last year; and there will nog be a volume gain offset equal 
tO 1943. 

In most instances, profits of cigarette companies are 
below the pre-war average. Unlike certain other “war 
casualties’ —earnings-wise—post-war recovery of former 
best earning power looks like a pretty long vista, unless 
ceiling prices are promptly forgotten. Consumption may 
be somewhat smaller than now. (Please turn to page 533) 





Position of 


Leading Tobacco Companies 















































Net 1936-39 
Book Quick Average 1942 1943 1936-39 1943 Invest- 
Value Assets Net: Net Net Average Div. ment Market COMMENT 
Per Sh. Per Sh. PerSh. PerSh. Per Sh. Div. Paid Rating Rating 

American Snulf............-4+- $33.11 $20.09 $3.20 $92.99 $215E $3.25 $2.40 B3 Ww Earnings and dividends well below pre-war average, due to 
higher operating costs and taxes. Even allowing for possible 
further small cut in dividend, yield is good. 

| American Tobacco ''B".......... 37.28 14.05 4.69 4.28 4,35E 5.00 3.25 B2 ¥ Sales showing competitive gains and are at record high. Earnings 
being well maintained. Dividends likely at least to equal 1943 
payment of $3.25. 

Beyek Clears... ...cccvececesis 33.51 26.49 2.90 3.20 3.30E 1.14 1.50 C+2 Y Abnormally large volume and good earnings likely fer duration 
¢ war. Conservative dividend is secure and might be raised a 

it. 

Consolidated Cigar.............. 26.75 27.32 0.79 2.24 3.00E 0.37 2.00 C+1 ¥ Earnings and Dividends are well above pre-war average, due to 
war boom in cigar demand. Though now well covered, dividend 
is unlikely to be raised. 

General Cigar.............. sacs Geer «8S 2.85 2.36 2.25E 2.68 2.00 C+2 Y Company has a good long-term record, with present profits not 
abnormal. Margin of dividend coverage is moderate and $2 
rate probably will continue. 

Helme, Geo. W............4--. 45.79 42.60 6.16 4.12 4.00E 7.00 4.25 B3 w As with other snuff companies, sales rise cannot offset higher 
costs and taxes; but reduced profit level of 1943 may be main- 
tained. Yield is good. 

| Liggett? & Myers “B"............ 44.22 29.64 645 456 4.52 5.75 3.50 B3 Y Small dip in lest year's net suggests earnings have stabilized 
though higher inventory costs must be allowed for this year. 
Conservative dividend is secure. 

BONNE oi ax ores csc viv cccise vets 19.37 11,06 1.46 1.72 1.28 1.45 1.20 B83 Y Earnings gain on popularity of “Old Gold" cigarettes hes 
Flattened out if not terminated. The $1.20 dividend is likely 
to be maintained. 

Philip Morris.........---s0000% 42.53 31.40 7.77 6.70a 6.508 4.19 450 B3 ¥ Volume and profits gains were exceptional prior to war but 
earnings continue to dip moderately under present taxes. The 
$4.50 dividend should continue. 

Reynolds Tob. 'B"............ 15.88 13.68 2.65 1.98 1.85 2.80 1.50 B3 ¥ Earnings and dividends are well below long term back records 
and profits may well show further moderate decline this year. 
The $1-50 dividend not yet endangered. 

ee UGOMEEO .. 5.5 sceveeccecce 13.43 9.66 105 1.34 1.25 1.55 1.30 B3 Ww Company in some respects the strongest in the snuff industry, 
but wartime profit trend is slowly downward. No early cut 
likely in $1.30 dividend. 

Unlv. Gaal Tob. ...66060osececsee 55.90 28.22 5.69 7.216 8.796 4.81 4.00 B83 Y Earnings have been well Y d an tlook after war is 
good. The $4 dividend is well covered and should be main- 
tained. 

E—Estimated. a—Years ended March 31. b—Years ended June 30. 
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The chemical industry expects post-war 
growth in many lines 


oo oe 


Tre chemicals constitute one stock group which has 
“made good.” Other “growth” industries which had 
their hey-days in the hectic 1gg0’s have proved disap- 
pointing—chain stores because of narrowing profit mar- 
gins, banks because they were deprived of the power to 
speculate, utilities because of the heavy hand of govern- 
ment regulation and taxes, and aviation because the in- 
dustry was still in its infancy commercially. But the 
chemicals, which sold at high-price earnings ratios in the 
1gg20’s, are still among the “blue ribbon” issues selling at 
relatively high multiples of earnings. A price index of 
15 chemical stocks is now 188°, higher than in 1926, the 
so-called “normal” year, while chain stores (“five and 
ten”) are 18°, lower, banks are down 429%, and aircraft 
manufacturing issues 35°, below their 1928 level. Utility 
holding company stocks currently sell at only 35°6 of the 
1926 level—despite their sharp recovery in 1942-3. 

Why have the chemicals made good as a “long pull” 
invesument group? The following seem to be some of 
the reasons: (1) Their labor costs are small, and they are 
not at the mercy of labor unions. (2) They specialize in 
research work, spending 3¢ to 4¢ out of each dollar for it, 
while industry as a whole spends about a fifth of one cent. 
(3) The industry has enjoyed brilliant management. 
(4) The larger companies have been able to acquire many 
smaller companies without having the “monopoly” tag 
fastened on them (except for some recent agitation over 
participation in German cartels). (5) With overhead for 
plant cost the major expense factor, unit production costs 
have been cut by constantly increasing volume, thus per- 
mitting increased profits. (6) The chemicals benefitted 
greatly by both World Wars, yet they have no great prob- 
lem in a transition to a peace time basis. (7) Most chemi- 
cal companies have been conservatively capitalized, with 
a large common stock base, and have excellent dividend 
records—at least eleven companies have paid dividends 
for more than twenty years, and one has paid for eighty 
Vears. 

Can the industry continue its outstanding record? 
‘There will, of course, be some minor problems in the 
post-war period. Capacity in some lines has been over- 
stimulated and with the artificial war demand removed, 
price-cutting may ensue until excessive inventories or 
plant facilities have been adjusted. On the other hand, 
research work has doubtless been stimulated by the war, 
particularly in plastics and related lines, and the industry 
will reap the benefits of these new processes and products. 
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Moreover, there will also be shock absorbers in Federal 
taxes, contingency reserves, heavy depreciation on war 
plants, increased foreign trade, etc. European competi- 
tion in world markets may have to await rebuilding of 
devastated plants, and drastic readjustments of owner- 
ship and personnel. America will have the jump on 
Europe in the production of synthetic rubber, high oc- 
tane gasoline, light metals, rayons, plastics, solvents, etc., 
though lower European wage standards may eventually 
prove a factor. 

The chemical industry is fortunate in that, it does not 
“put all its eggs in one basket.” Products are highly 
diversified, usually running into hundreds or thousands 
of items, and are used by many other industries. Hence 
production risks, the gamble over new products, and cus- 
tomer credit dangers are all minimized by the high de- 
eree of diversification. It is true that the industry is high- 
ly competitive in many ways, but competition seldom 
reaches the cut-throat stage which has characterized more 
standardized industries such as chain stories, transporta- 
tion, coal mining, etc. Moreover, many products are pro- 
tected by patents or secret processes, permitting good 
profit margins for a period of years which helps absorb 
losses from over-competitive lines. 

The industry, on the whole, has thus far been able to 
obtain a good percentage return on invested capital. 
While this dropped from 15% in 1929 to 5°% in 19332, it 
recovered to almost the original level in 1936 and since 
that time has averaged about 12°% or more. 

There are, of course, some special divisions of the in- 
dustry whose record is more irregular and whose outlook 
is less assured. The sulphur companies which several 
decades ago suffered keenly from competition, have now 
been stabilized for many years, but profit margins may 
suffer from increased local taxation or development of 
competitive processes in the future. The fertilizer com- 
panies—not strictly chemical but usually included in that 
industry—in recent years have emerged from a long pe- 
riod of depression following their prosperity in World 
War I; with improved management, greater diversifica- 
tion and closer control over credits and inventories, they 
may be able to attain a fair degree of stability, instead ol 
remaining tied to the cycle of farm prosperity and de- 
pression. The industrial alcohol companies, whose rec- 
ords have also been somewhat spotty, are of course bene- 
fitting heavily by the war and may suffer from lost mar- 
kets and excess capacity after the war. The carbon black 
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ompanies may also face heavy competition from new nesium, etc. Humble Oil and Standard of California 
rocesses. The explosive companies will of course have have large war projects for the production of toluene, a 
utbacks and cancellations on their munitions work. valuable solvent heretofore obtained from coke oven by- 
However, the big diversified companies with their huge products. New catalytic processes, developed under war- 
esearch staffs—Allied Chemical, Dow, du Pont, Monsan- time stress, will mean a big advance in chemical produc- 
, American Cyanamid and Union Carbide—should be — tion processes. 
ble to readjust themselves to peacetime conditions with- Triptane, the new fuel with such high anti-knock 
mit great difficulty. While sales volume will naturally — properties that a special engine must be developed to use 
lecline, raw material costs may also decrease. it, may now be produced at less than one dollar a gallon 
Postwar developments affecting the chemical industry whereas it formerly cost $3,000. Such a miracle fuel will 
nclude large scale production of triptane and other high mean much to postwar aviation by reducing fuel loads 
ctane fuels, allyl alcohol, resins, penicillin and the sul- and increasing speed and range. 
anomides, cellular glass, butadiene and other compo- Even the routine process of dry cleaning clothing will 
—== fents of synthetic rubber still under development, mag- be benefited by wartime ‘(Please turn to page 530) 
es . oJ e 
Position of Leading Chemical Stocks 
1936-39 1936-39 1943 
Book NetQuick Average Ss — 1943 Average Divi-  Invest- 
Value Assets Net Net —— dends ment Market COMMENT 
.deral Company Per Sh. Per Sh. Per Sh. va Sh. Per Sh. Per Sh. Paid Rating Rating 
: al — : z ‘ a 
. war Ait Reduction. ........ $16.05 $3.12 ~ $9.9 28 “$2.50 $2.60E $2.00 $2.00 A? Ww The company follows the cyclical trend of the heavy industries 
and war expansion has been heavy. Conservative accounting 
npet 1- and finance, plus ggressive m t, are protective factors. 
ng Of fAllied Chem. & Dye.... 100.03 47.00 9.51 9.24 9.00E 6.75 6.00 Ag? ¥ Represents a cross-section ofthe industry though heavy chemicals 
wner- predominate. Special feature is the large net working capital 
per share, plus the security portfolio. 
>, on oe ‘ 
| a Agari. Chem. 36.72 24.00 1.96(c) 3.22(e) 3.20E 2.14(c) 2.00 B2 ¥ The fertilizer group, in which this company is the leader, benefits 
h OC- by farm prosperity which should carry over into the postwar 
etc period. Company is diversifying into other lines. 
ually iin Cyanamid ‘B"’ 20.57 2.82 4.71 1.95 2.35E 0.91(F) 60 Az Y Company is active in research and since it caters more to con- 
é sumers goods than capital goods industries, postwar outlook 
i should be excellent. 
S NOU Fatles Powder ......... 53.12 14.70 3.78 5.90 5.45 3.13 3.25 B2 ¥ Since the company specializes | in explosives, ‘end other chemical 
ighly : lines are not fully developed, postwar outlook appears moderate- 
. / og ly unfavorable. 
sands & = 
lence Columbian Carbon > ‘SOS5 15.20 6.56 5.83 5.35E 5.06 400 A? Y The company appears somewhat vulnerable to possible devalen- 
ence ment of new methods of producing carbon black, though latter 
1 cus- may be in increased demand for synthetic rubber production. 
h de- Commercial Solvents... . 8.48 5.95 0.49 1.27 1.25E 0.35 .60 B2 ¥ Company's past earnings record irregular, but increasing _im- 
hiot 4 portance of the solvents b with d 
1g - in new lines, gives stock interesting long- pull possibilities. 
dom Dow Chemical......... 53.06 (a) 4.08 6.35(g) 5.25E 2.76 3.00 A3 Y Outstanding growth company, but working capital pechion 
more only fair. Due to aggressive management stock has interesting 
bes 2 5 long-term possibilities, though immediate postwar outlook 
Or ta- unfavorable. 
| pro- ks Pont de Nemours... 49.43 1.90 6.56 5.07 4.75E 5.65 425 A+2 Y Considered the leader in the industry both in size and research 
good has large stake in General Motors. Despite high price-earnings 
“orb tatio, stock has long-term possibilities. 
Freeport Sulphur 28.09 15.75 2.59 3.05 3.10 1.50 2.00 A? Ww Company should benefit by foreign trade recovery. Working 
capital position favorable. Manganese venture in Cuba some- 
le to what disappointing. 
dital. Hercules Powder. .... 31.68 16.00 3.94(h) 3.81 3.93 3.15(h) 2.50 A? Y While only partially dependent (the 
29. it has diversified considerably) near-term as not guttenlashy 
32; Pp g. Strong fi Pp 
since § 
Mathieson Alkali. -» 26.09 3.75 1.43 1.26 1.50E 1.54 1.00 B2 ¥ Past record rather unimpressive, and with the post-war oumings 
: outlook only moderately favorable, the stock lacks dynamic 
e in- appeal. 
look lees Chemical... . 34.70 2.75 3.94 3.75 3.70E 2.75 2.25 A2 ¥v Noted for its aggressive t and rapid expansion 
through ab tion of other Earnings and dividend 
veral poe excellent thoeeb 1949. 3 oo reflect tax inroads. 
, q - 
NOW  Flexas Gulf Sulphur. 15.34 8.31 2.38 2.29 2.00E 2.31 2.25 A3 Ww Expansion possibilities seem less favorable than for other 
mav § chemicals. However, stock has investment quality and returns 
4 a fair yield. 
it of hy 
: inion Carbide ....... 32.81 7.12 3.90 3.85 4.00E 2.45 300 A+2 Y The company is the second largest in the industry, and the 
com biggest producer of plastics. Aggressive management and 
that strong financial position. Growth possibilities excellent. 
Spe: United Carbon......... 43.56 9.95 4.16 4.47 4.15E 3.70 3.00 Ag? ¥ Future of the carbon black business appears uncertain and 
‘orld while the management will doubtless prove resourceful, the 
o , stock lacks special interest. 
ifica- bs Industrial Chemicals 64.02 25.40 0.96 3.06(i) 4.50E 0.31 2.00 B3 Y Increasing importance of alcohol for use in synthetic rubber 
they production, due to disappointing tesults from other methods, 
d ol gives the stock i ting p 
L 
| de- Westvaco Chlorine... ... 23.28 (a) 1.82 2.49 2.25E 14.145 1.40 B2 ¥ Rather small unit, but favorable growth record. Increasing 
diversification will gradually strengthen the company’s position. 
rec: ; 
syne. LE—Estimated. (a}—None available, because of excess senior capitalization. (c)—Adjusted for 3-for-1 split in 1938. (e)—Year ended June 30. (H—Plus stock: 
CTE 
Pon one May 31. (h)—Adijusted for 2-for-1 split in 1937. (i)—Year ended March 30. —Recommended for income and appreciation. A—High Grade. 
mMar- 00 —Fair. 
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Liquors in the Post-War Period 


Which Likely To Lead? 
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Pacep by Schenley, which approximately doubled in 
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whiskey production can be resumed; and (2) the storg The 
price, equities of the large liquor distillers were well up whiskey will be readily salable at good profit margiigdoesn 
among the stronger-than-average stock groups in the involves no conceivable risk of loss through decline like a 
major market rise between the spring of 1942 and mid- prices and thus can be translated into a probable futugjor tr 
1943. Thereafter they “backed and filled,” pretty much aggregate of profits in comparison with which the cquffair ¢ 
in line with the industrial average, until well into last ties were—and still are—quite reasonably priced. range 
autumn when two rather spectacular developments— Thus the liquor stocks became a “special situatioifean’t 
plus off-shoot rumors—stirred up more investment and group, with a price trend diverging sharply from ge pect f 
speculative interest in liquor stocks than at any time eral market pattern in the closing months of 1943. Fdrecent 
since 1933 when the market celebrated, among other lowing the first intermediate reaction low in August, tifand t 
things, the approaching repeal of Prohibition. Magazine of Wall Street’s weekly index of liquors for t 
The developments referred to were the bonanza dis- vanced to a new 1943 high, while the industrial averagithat | 
tribution of whiskey to shareholders of American Dis- of ghee did not. In the reaction culminating at Ufindica 
tilling Company; and the acquisition of Frankfort Dis- end of November, the liquor group held well above $146. 
tilleries by Distillers Corp.-Seagrams for a price of $41, August low, the general market average did not. #troub! 
800,000. Both emphasized a matter which had previously the end of the year, the liquor group—expressed as pibearis 
had inadequate investment-speculative attention: the cent of 1942 closing price—was 10 points above the higfeontrs 
value and importance of inventories of whiskey. sagen it had ge an ~ first ang of the yedeenti 
e : : : igaeen cs enies 55 yhile our composite index 273 stocks was j 
Since whiskey is not being made—distilling facilities a eee see ee Se ee ee a ee 
being concentrated on production of alcohol for war 2 Be ge 7 é die tiie ata 
uses—two things are obvious: (1) the companies with the owever, In 1944 to date, none of the leading liqufexpee 
largest inventories of aged whiskey will be in the strong- stocks have surpassed the highs made late last year. (sensu: 
est position to carry on through the war period, main- the contrary, the group is now diverging on the wegsome 
taining trade positions of established brands until new side from general market pat- (Please turn to page 53gsumm 
grand 
ward 
al i : of th 
Position of Leading Liquor Stocks aroun 
Z wees . a aroun 
1936-39 1936-39 he sec 
Book Quick Avge. 1942 1943 Avge. 1943 nvest- COMMENT ing is 
Value Assets Net Net Net Div. Div. ment Market 
Per Sh. PerSh. Per Sh. Per Sh Per Sh. Per Sh. PerSh. Rating Rating 
A gostura-Wupp -. $2.00 $1.57 $0.23 $0.20 $0.20 $0.26 $0.20 C+2 Z Earnings remain fairly consistent but small. Financial posit 
sound. As there appears to be little prospect of i 
growth, stock lacks appeal. Ine 
Austin Nichols.............. 6.00 (a) d1.25 d0.12Ap d None None C2 z. Arrears on Class ‘‘A" stock put common in marginal po: from 
Past earnings record of this distributor of liquors and wines f th 
been poor. or thi 
Distillers-Seogrom........-.. 35.63 19.38 3.35 5.75J1 5.98)! 0.87 222 B2  Y Operating position improved by acquisition Frankfort logica 
tilleries, though large credit borrowed therefor. €E will « 
steady at good level, Dividend appears reasonably secur ° 
1943 rate. price 
National Distillers........... 25.67 16.40 3.73 3.37 3.60E 2.37 9.00 B1  Y Expected to report moderately higher profits for 1943. Pam ® Pre 
and dividend record has lent. Aggressive divets qualit 
cation holds premise for future. At least, continuance of 
dividend appears assured. stock 
Schenley Distillers........... 45.35 96.74 4.26 463As 6.64As 1.81 2.00 B1 Y Company has exceptionally strong inventory position WELL | 
diversifying aggressively. Financial position good. each 
interim report shows continuing uptrend in net. The ° 
dend rate paid in 1943 is well covered. ceptic 
H. Walker-G. & W.......6-. 64.53 39.94 7.37 9.07Ag 12.03As 2.87 4.00 _B1 YY __Longer term earnings and dividend record hes been good. i denice 
7 worth and quick assets per common share largest emong | auto 
companies. Profit for the 1943 fiscal year over three ti 
$4 dividend rate. oug 
(a)' Quick assets exceeded by prior obligations. d—Deficit on common. * Ap—Year ended April. Ji—Year ended July. As-Year ended August. perio 
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9146. 
Mtrouble is that too many people are 








Technical Notes 





The market can’t go up but 
doesn’t want to go down. Looks 






like a stalemate. Yet, even with ma- 


jor trend “in suspension”, there is 
fair amount of room for trading- 
range ups and downs. If next rally 
can’t top 138-139, chartists will ex- 


gipect following reaction to go under 
recent recession low around 134 


and test November low of 129-130. 
For the bulls, technical trouble is 


@that there is plenty of resistance 


indicated at 138, 140, 142 and 145- 
For the bears, technical 


bearish. The market is so cussedly 


ifeontrary that it seldom does what 
e@i“zentiment” holds and hopes it will. 
If it does the expected, often it is 


at a different time from what was 
expected. The “professional” con- 
sensus is that a low will be made 
some time in late spring or early 
summer, at which stocks will be a 
grand buy for an important up- 
ward move during the second half 
of the year. Some put this low 
around 125 in the Dow, many 
around 118-120. What remains to 
be seen is how much wishful think- 
ing is involved in these projections. 
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_ quality. 


General Motors 


Increase in quarterly GM dividend 
from 50 cents to 75 cents gave most 
of the industrial section a psycho- 
logical lift. Assuming higher rate 
will continue, the yield at recent 
price of 53% is 5.6 per cent., which 
is pretty good for an equity of this 

n the other hand, the 
stock has sold below 40 — mostly 
well below 40 — at some time in 
each of the past 15 years with ex- 
ception of 1943 and 1936. Confi- 
dence in lengthy post-war boom in 
auto sales supports the issue; 
thoughts about the reconversion 
period and the problematical length 
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For Profit and Income 















of the war tend to retard it. That 
doesn’t look like the makings for 
wide near-term movement. 


Coast Line 

Most railroad analysts figure that 
post-war prospects of Atlantic Coast 
Line — as a carrier — are not 
among the best; but they agree that 
Louisville & Nashville will remain 
among the. superior roads, with 
future prospects even better than 








Stocks showing Greater- 
than-Average Strength 
In Recent Market 


U. S. Freight Rheem Mfg. 
Braniff Airw. Shattuck 
Pullman Budd Mfg. pf. 
Rustless Iron Allied Kid 
Chi. Gr. W. pf. Gen. Shoe 
Gulf, M. & O. pf. End.-John. 
Cudahy Pack. Omnibus 
Real Silk Am. Ice 

Flor. Stove Thatcher 
Kayser Thompson Pro. 
Fed. Mogul Food Mach. 








pre-war performance. This makes 
the lukewarm attitude toward Coast 
Line a bit puzzling for the carrier 
has an income-producing investment 
in L. & N., which, at current market 
price of the latter, is valued at 
about $75 a share of Coast Line 
stock, while Coast Line is priced 
around $34, Coast Line’s non- 
operating income, mainly dividends 
from the strong L. & N., exceeds its 
present total fixed charges by over 
40 per cent. 


Standard Oil of Ohio 


Those who believe in oil stocks 
for long-term appreciation give an 
apparently logical preference to 
either crude oil producers or in- 
tegrated companies as compared 
with refining and marketing units. 
However, in investment reckoning, 


comparative prices and yields de- 
serve respectful notice. Although a 
refiner and marketer primarily, 
Standard Oil of Ohio is a strong 
company with a good record. At 
present price around 41, the yield 
of the $2.50 dividend is a bit over 
6 per cent and that isn’t hay. The 
stock’s book value is about $75 a 
share, and even under the restricted 
sales conditions of 1943 earnings 
are believed to have been some- 
where around $5.50 per share, so 
that prevailing price is only approx- 
imately 7.4 times earnings which 
are probably somewhat lower than 
they will be after the war. Finally, 
the company is successfully expand- 
ing its crude oil producing interests. 
For income return and fair-to- 
middling appreciation potentials, 
the equity looks to this column like 
one of the most attractive oils. 


Studebaker 


We analyzed Studebaker pro and 
con in feature article in our January 
22 issue, when it had just made a 
new recovery high at 15%, best price 
since 1937. Since then it has held 
within 1 point of the high but shows 
no current sign of bettering it. One 
analyst thinks we overlooked a bull 
point in our analysis: the possib- 
ility that Studebaker, now heavily 
engaged in making military trucks, 
will hold a substantial place in the 
truck market after the war. Maybe 
so. Like the passenger car field, it 
is a free market for all who want to 
try to take a bite out of it — and 
highly competitive. Post-war 
demand for motor vehicles will be 
so large that it ought to mean good 
business for the leaders and at least 
the strongest of the “independents”, 
which — especially from a market 
point of view — is Studebaker. But 
the long-run competitive status is 
something else again, and certain- 
ly conjectural at this time. 
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Increase in Earnings 


For 1943 

1943 1942 

Conti. Motors (a) $2.01 $1.82 
Ward Baking (p) 6.35 4.85 
Chi. Flex. Shaft 6.42 6.34 
Trans. & Williams 2.62 2.49 
Il. Central * 17.68 17.52 
Cons. Paper 1.63 1,42 
Purity Bakeries 2.86 2.22 
Klein (D. Emil) 1.62 1.47 
Sutherland Paper 2.86 2.57 
Is]. Creek Coal 3.66 3.24 
Pond Creek Coal 3.20 3.10 
Bristol-Myers 4.02 3.69 
Allied Mills 2.53 1.87 
Conti. Baking 1.57 1.46 
Dresser Mfg. (a) 5.53 4.78 
Motor Products (c) 1.45 .68 
Sun Oil 4.56 2.91 
Atl. Refining 3.79 2.33 


(a) yr. to Oct. 31; (p) on pfd. 
stock; (c) 6 mos. to Dec. 31. 








Pullman : 
This stock continues to show 
much better-than-average action, 


holding within a fraction of re- 
covery high of 40%. The $3 dividend 
yields better then 7.5 per cent in- 
come return at present price. Finan- 
cial position is strong and there is an 
unbroken record of dividend pay- 
ments for some 67 years. Plans for 
divorcing the Pullman ear operating 
division from the. manufacturing 
company are regarded as advant- 
ageous to shareholders. 


New Products 


Probably too much has been said 
and written — especially in certain 
advertising — about the manifold 
new and improved products that 
industry will pour out after the war. 
Certainly many improved, and new, 
products will eventually’ emerge 
from the great technological ad- 
vances made in manufacturing for 
war. But too many people forget 
the important time element. Except 
in journalistic imagination, there is 
not, and never has been, any such 
thing as an “industrial revolution”. 
The accurate world would be “evolu- 
tion”, which implies gradualness; 
for gradual it will be. It takes 
plenty of time to develop and estab- 
lish market acceptance of new pro- 
ducts — still longer to make good 
profits out of them. In saying this 
we are not talking about relatively 
new things. which were already off 
to a good start before the war: in- 
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cluding plastics and plywood, home 
food freezer cabinets,.F-M radios, 
etc. Among other things, we are 
thinking of television, family he- 
licopters and radically changed 
automobiles. It will be a long time 
before such things should validly 
figure in investment — or specula- 
tive — calculations. 


Rubber Stocks 


Most tire company stocks have 
drifted down substantially from 
bull market highs. The prospect 
is still good, for war and peace. 
Trouble is that so much of thjs 
favorable prospect had already been 
discounted by huge percentage ad- 
vance in these stocks in 1942 and 


1943. Most of them — of which 
this column’s favorites are Good- 
rich and Lee — are now reasonably 


‘ priced on a statistical basis, but 


probably not on a technical basis, 
at any rate, if we wanted to buy, 
we'd wait and see if they don’t come 


down some more in reactionary 
market periods. 
Columbia Broadcasting 


This leading radio broadcasting 
system recently increased its quar- 
terly dividend rate from 30 cents 
to 40 cents, indicating “regular” 
rate of $1.60. The company usually 
has paid a supplemental dividend 
near the end of the year when 
earnings coufl be ascertained. Thus, 


total payments in 1943 amounted’ 


to $1.80. On that basis, the current 
yield is approximately 6.6 per cent. 
However, barring unexpectedly 
sharp change in the company’s time 
sales outlook, 1944 dividend distri- 
bution seems more likely to be 
around $2 to $2.25 — in which case 
yields of 7.4 to 8.3 per cent may wéll 
be offered at prtvailing market 
price. The stock’s 1943-1944 range 
has been:high, 27%; low, 15%. At 
this writing it stands exactly at the 
high» Earnings on the stock for 
1943 amounted to $2.64 per share, 
as compared with $2.40 a share in 
the preceding year, despite increase 
in Federal income and EPT taxes 
from $4,350,000 to $7,575,000. Co- 
lumbia rates as a “growth” com- 
pany, but it operates in a field under 
Government regulation. The latter 
factor accounts for the moderate 
price-earnings ratio and _ relatively 
high yield. If one is willing to 
bank on a _ conservative trend at 
Washington, here is a_stock that 
looks “interesting.” 
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Speculative Rail Bonds 

The bull market in reorganization 
rail bonds has been a good thing for 
some time for brokers specializing 
in them and has relieved the bor- 
edom of a too quiet stock market. 
Incidentally, the customers — 
especially the earlier ones — have 
some handsome profits. But current- 
ly this particular bull market looks 
at least temporarily toppy. If it is 
played out for a while, it may leave 
a somewhat painful void. No equally 
fruitful fleld for “special situation” 
speculation appears on the horizon. 


Good Dead Ones 


There are some good quality 
stocks, which, compared with clos- 
ing 1943 prices, seem to be going 
just nowhere thus far in 1944. They 
include American Can, American 
Telephone, American Viscose, C:- 
terpillar Tractor, Chrysler, Coca 
Cola, Corn Products, Dow Chem- 


ical, du Pont, Eastman Kodak, 
General Motors, General Elec: 
tric, General Foods, Internatio- 


nal Business Machines, Johns-Man- 
ville, Procter &*Gamble, Sears, 
Standard Oil of New Jersey, Texas 
Company, Union Carbide, United 
Fruit, U. S. Gypsum, Westinghouse, 
Woolworth. Many others could be 
named. In fact the most dubious 
thing about the January-February 
market is the inability of the great 
majority of “standard” ‘industrials 
to rise. New highs in a minority of 
secondary stocks just don’t carry the 
same “authority” as in well known 
issues. We must repeat: Speculators 
for some weeks have been more con- 
fident — or rash — than the gene- 
ral run of investors. 








Declines in Earnings 


For 1943 

1943 1942 
Byers (A. M.) $2.46 $3.26 
Man. Shirt 2.70 3.03 
Jones & Laugh. 4.10 4.50 
Lone Star Cem. 2.83 3.63 
South Rwy. 15.81 23.4 
Devoe & Ray. 3.44 5.03 
South. Pacif. 17.80 22.64 
Howe Sound 2.80 aiid 
Rustless Iron Zoe 2.76 
Nat. Oil Pro.. 2.20 2.3% 
Atlas Powder 5.45 5.89 
Johns-Man. 5.27 6.35 
Union Pacif. 14.09 26.14 
Pac. Lighting 3.21 3.51 
Dome Mines 1.56 1.72 
Gr. Nor. Rwy. 7.84 11.62 
Blumenthal 1.62 4.81 
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The Personal Service Department of TH& MAGAZINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability of 
your broker. This service in conjunction with your subscription should represent 
thousands of dollars in value to you. It is subject only to the following conditions : 


1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


4. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Central Georgia Refunding 5's of 
1959 


Will you please give me an opinion on 
Central Georgia Refunding 5s of 1959 
Series C at 13-%. (1) What is the in- 
dicated value under the reorganization? 
(2) How vulnerable are they to peace 


news?—A. §. D., South Bend, Ind. 


On the basis of earnings, the Cen- 
tral Georgia 5s of 1959, have above 
average speculative appeal between 
the level of 12 and 14. It was re- 
cently announced that the May 1934 
coupons on the Consolidated 5s of 
1945 would be paid in full, and 
that 10 per cent would be paid to 
cover coupons in full due August 
1935 through February 1937 on the 
5 per cent first mortgage bonds due 
1945. There is still considerable un- 
paid interest on senior liens that 
must be eliminated before any pay- 
ments can be anticipated on the 
subject issue. There is a total of 
$35,453,000 in prior liens while 
there are $5,000,000 in 5-4 per cent 
Series B bonds which are equally 
secured with $13,000,000 of Series 
C 5 per cent bonds, both issues ma- 
turing in 1959 while property is 
valued on the book at $94,325,818 
as of December 31, 1942. Current 
assets at the same time were reported 
a $18,059,417 with current liabil- 
ities listed as $7,444,522. 

There should be some plan of re- 
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organization proposed in the near 
future and inasmuch as the bond- 
holders committee for the 5 per cent 
and 5-% per cent bonds due 1959 is 
composed largely of insurance ex- 
ecutives, we may assume that the in- 
surance companies have a_ sizable 
stake in this picture and will exert 
reasonable effort to obtain as fair 
participation as possible in any plan 
of readjustment. 


American Chain & Cable 
Company 


I wish you would advise me what you 
think of the post-war prospect of .the 
American Chain & Cable Company. 1] 
understand that they produce more or 
less automobile accessories and I am 
wondering whether or not their produc- 
tion of automobile accessories would be 
sufficient to make this stock attractive 
fer the post-war period—F. F. K.., 
Hutchinson, Kansas. 

As you state in your letter, Amer- 
ican Chain & Cable has in recent 
years diversified its business and 
among other things produces auto- 
mobile brakes and brake controls, 
springs, valves and service station 
equipment. While earnings from 
1937 to date are far below those ol 
1936, they reached a low of 56 cents 
per share in 1938 and since have ad- 
vanced progressively so that they 
were $3.76 in ‘1942. A similar 
pattern is seen in net quick assets 
for which the low point in recent 





vears was $12.63 in 1937, advancing 
continuously to $17.75 December 31, 
1942. In the first six months of 1943, 
earnings were $2.12 per common 
share against $1.27 for the first six 
months of 1942. 

The contract renegotiation for 
1942 has been completed and the 
actual difference after adjustment 
has been charged off against 1943 
earnings. If you presently own these 
shares, retention is suggested. How- 
ever, the present time does not look 
favorable for new commitments and 
we would be inclined to await a 
sizable reaction before buying. The 
early post-war prospects and _ prob- 
lems are not clear at this time so 
that by waiting one can avoid the 
risk of unforeseeable developments. 


Bridgeport Brass Company 


I hold Bridgeport Brass bought at an 
average of 12-34 per share. What do you 
think of its prospects for the next few 
vears?—C. R. S., Evanston, Illinois. 


Bridgeport Brass Company, al- 
though of medium size, is well es- 
tablished and has an important 
position in the copper and brass in- 
dustry. In its Bridgeport, Connecti- 
cut plant, the company manufac- 
tures a wide variety of products in- 
cluding brass, copper and _ bronze 
sheets for the auto accessory and 
hardware trades; pipes and tubular 
plumbing goods for the building 
industry; rods and wires for the 
utilities and railroads; automobile 
accessories; and stampings and other 
specialized consumer goods. 

Although these goods are market- 
ed on a nation-wide basis and a 
small export business is normally 
enjoyed, the plant location gives it 
a particular advantage in serving 
the electrical appliance, munitions, 
hardware, aircraft and jewelry trades 
of New England. During early 1942 
the company began operation at 
Government owned plants in Indian- 
apolis and Bridgeport. Maximum 
prices for materials used and _ prod- 
ucts sold have been established by 
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the Office of Price Admunistration. 
Margins, however, have been reduced 
through contract renegotiation. New 
production records should be shown 
in 1943 as operation of the new 
plants were not fully reflected in 
1942 business. 

The company’s financial position 
is fair with net current assets of 
about $6,900,000. The ratio of cur- 
rent assets to current liabilities is 
1.6 to 1. The company has no funded 
debt but a bank credit of $7,000,000 
expiring March 1, 1946. It has 23,176 
shares of 514% cumulative conver- 
tible preferred stock and 942,990 
shares of common stock of no par 
value. 

Earnings were $1.36 per share of 
common in 1942 as compared with 
$2.03 in 1941. In the first nine 
months of 1943, net declined to $1.06 
as compared with $1.64 for the same 
period of 1942. The price range on 
the New York Stock Exchange in 
1943-was: high 1214, low 814, last 
QW. The company has paid divi- 
dends continuously in the last three 
years and paid $1.00 per share in 
1943. While reasonably priced in 
relation to current earnings, the 
common has no more than average 
speculative appeal because of the 
post-war uncertainties. When the op- 
portunity presents itself to liqui- 
date this equity near the cost price 
to you, we would do so inasmuch as 
we think your funds could be used 
to better advantage elsewhere. 


Niagara Hudson Warrants 


Will you kindly write me on the ad- 
visability of the purchase of Niagara 
Hudson Power Company, common and 
warrants for post-war appreciation? Are 
the Warrants perpetual? Please define 
the difference between the A Warrant 
quoted at 1/64 and the B Warrant 
quoted at about 3/16. In the advent of 
a reorganization, in your opinion, what 
treatment will the common and War- 
rants receive?—H. N. W., Lyndonville, 
Pe es 


The Class “A” Warrants of Ni- 
agara Hudson Power Corporation 
entitle the holder to purchase 7/24 
of a common share at $105.00 per 
share at any time prior to October 
1944. The Class “B” warrants are 
perpetual and permit the holder 
to buy a 1/16 shares of common at 
$50.00 per share. It would be en- 
tirely a guess to state what treatment 
these Warrants might receive in re- 
organization. In the event of liqui- 
dation they would appear to be with- 
out value, but in the event of recap- 
italization they might be permitted 
to continue in existence as is. 

It should be self-evident that Class 
“A” Warrants offer virtually nothing 
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in the way of speculative appeal 
since they expire this year. The Class 
“B” Warrants are the rankest type 
of speculation but since they are 
perpetual, could be purchased by one 
aware of the risk involved. 


Erie Common & Certificates 
The writer holds 500 shares of Erie 


common and certificates bought at vari- 
ous prices from 85% to 155%. Dividends 
are excellent but stock price has dropped 
38% in past five months. Would you 
advise holding for appreciation? — 


H. E. W., Houston, Texas. 


The Erie Railrdad operates ap- 
proximately 2,240 miles of main lines 
covering the area between New York 
City, Buffalo and Chicago. The ter- 
ritory through which the company 
operates is densely populated and 
highly industrialized. It has direct 
access to the anthracite coal fields in 
Pennsylvania, as well as excellent 
terminal facilities on New York Har- 
bor. The freight density is particu- 
larly heavy, reflecting large volumes 
of bituminous and anthracite coal 
held. In 1942, 9 per cent of freight 
received came from agriculture, 57 
per cent from manufactures, includ- 
ing less than carload lots, and around 
8 per cent each from hard and soft 
coal. Manufactures have gained in 
importance during recent years, the 
principal items being petroleum, iron 
and steel, oils, automobiles and 
building supplies. With the decline 
in the anthracite industry, the Erie 
has become primarily dependent on 
activity in the automotive, steel and 
other heavy industries in recent years. 

The completed reorganization has 
readjusted capitalization to reason- 
able expectation of prospective earn- 
ing power and integration of the 
properties has been largely accom- 
plished. Its present capitalization 
consists of funded debt of $205,383,- 
515 of which $52,642,425 consists of 
contingent debts. In addition to its 
funded debt, the company has 379,- 
653 shares of $5 Series “A” Preferred 
stock, which is cumulative to Januar 
ist, 1944 only if earned but fully 
cumulative thereafter up to 15 per 
cent; 417,559 shares of no par value 
common stock and 1,926,450 certifi- 
cates of beneficial interest, which rep- 
resent an equivalent number of com- 
mon shares held in escrow until 
January 1st, 1945. 

The company’s financial condition 
since reorganization has been sound 
and in 1942, the company paid two 
50 cent common dividends, the first 
in Erie history. The same amount 
has been paid in 1943. 

The company earned $2.99 per 
share of common in 1941, $5.04 in 
1942, and will probably be around 
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$4.00 per share in 1942. The com 
pany has largely exhausted its ex. 
cess profits tax carry over and tax 
accruals show a large increase over 
last year. The common stock and 
the certificates had a price range in 
1943 Of a high of 1614, low 8, last 11, 
While temporary retention of the 
common stock and certificates is ad 
vised at current market price around 
11, they must be classified as specu. 
lative. We would take advantage of 
any substantial appreciation from 
current market price to liquidate at 
least 400 shares of your holdings and 
when reinvesting the funds, we would 
suggest either keeping your invest 
ments diversified or buying some of 
the senior bond issues or preferred 
stock of this company. 







American Light & Traction 


As a subscriber to your Magazine | 
am writing you a personal letter in re- 
gard to the American Light & Traction 
Co., a holding company, and enclosing an 
item from our local paper which I ds 
not quite understand. 

From former reports the A. L. & T. 
Co. was to be put out of business with 
the United Light & Power and other 
holding companies. Also that the A. L. 
&¥ T. Co. has scld their properties in 
Texas but still has the properties in Wis} 
consin. Now what I would like to know} 
is this: 

1st—Wéill the company continue as the 
American Light & Traction Co., a hold- 
ing company? 

2nd—W hat are they going to do with} 
the Wisconsin Property? 

3rd—W hat are they going to do with 
the proceeds from the sale of the Texa; 
property or others? 

4th—Does the United Light & Power 
Co. get any of the A. L. & T. proper- 
ties or does the U. L. & P. Co. have to 
sell the stock of the A. L. & T. that 
they own? 

5th—Is the A. L. & T. Co. stock a 
good one to hold or sell now at market 
prices and will the dividends and price go 
lower with the sale of other state prop- 
erties?—H. V., Grand Rapids, Mich. 

In your letter you raised several 
questions to which the answers must 
of necessity be conjectural. 

Continued corporate existence o! 
American Light & Traction may 


depend on whether or not the corf 
poration is permitted to retain thef 


Wisconsin properties. Should _ the 
Securities Exchange Commission re: 


quire sale of the Wisconsin proper} 


ties, then it is probable that liquida 


tion of the American Light & Trac} 


tion Company would come about. 
The United Light & Power Com 
pany was ordered to dispose of its 
holdings in American Light & Trac: 
tion under the plan of integration 
and corporate simplification for the 
former. 
(Please turn to page 536) 
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Owing to greater than normal seasonal 
expansion in bank debits, carloadings, lumber 
shipments and paperboard production, our 
weekly index of per capita business activity 
has risen more than two points during the past 
fortnight to a new all-time high record. Aver- 
age for January was 132.2, compared with 
130.8 in December and 121.4 for January of 
last year. Without compensation for popula- 
tion growth, this publication's index of business 
activity advanced 2.8 points from December, 
to 160.8% of the 1923-5 average—a level 
8.4% above last year. 

* * * 


The Federal Reserve Board's seasonally ad- 
justed index of industrial production receded 
a couple of points in December, owing mainly 
to slightly lower output of steel and chemical 
products; but war production held steady at 
the November level. WPB thinks that, though 
war production has about reached the limit 
of its expansion, the average level this year 
will top 1943 by around 25%. Department 


| store sales in the week ended Jan. 29 were 


8% above last year, against a four-weeks' 
gain of only 6%. 
* * * 


The Census Bureau's revised figures on 
employment and unemployment (figures are 


(Please turn to following page} ra 
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CONCLUSIONS 


MONEY AND CREDIT — Congress 
enacts $2.3 billion tax boost. Tax col- 
lections last year were $31.9 billion— 
$13 billion from individuals and $12.1 
billion from corporations—against 
1942 total of $16.7 billion—$4 billion 
individual and $6.9 billion corporate. 


TRADE—Department store sales for 
four weeks ended Jan. 29 were 6% 
above last year. February willl make 
poorer comparative showing. 


INDUSTRY—Business activity at new 
all-time high, with total civilian em- 
ployment no greater than before 
Pearl Harbor. Post-war outlook hinges 
upon size of permanent military estab- 
lishment. 


COMMODITIES — Spot commodity 
price at new war-time high under 
leadership of cotton. 
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FEDERAL WAR SPENDING (tf) $b Feb. 2 1.82 1.58 1.45 0.43 (Continued from page 523) 
Cumulative from Mid-1940.............. Feb. 2 161.3 159.5 75.0 14.3 
for first week of the month, presented in the 
. statistical section of the current Business Analyst, 
EDERAL GROSS DEBT—Sb Feb. 2 174.4 168.2 111.6 55.2 | testify eloquently to the miracle of American 
genius, patriotism and energy which, since 
MONEY SUPPLY—S$b Pearl Harbor, has wrought an increase of 550% 
Demand Deposits—!01 Cities.......... = ee 31.9 34.8 30. 24.3 | in armament output, 40% in total production and 
Currency in Circulation.................... Feb. 2 20.5 20.4 15. 10.7 | 16% in the overall volume of business activity 
with only a transient increase, during the period 
BANK DEBITS—13-Week Avge of war plant construction, in total civilian em- 
Mow ork Say t. eee tee Feb. 2 .w «lle oe — 
er Cities $b... occa Feb. 2 7.61 746 655 5.57 
Conjectures over the post-war business out- 
logk are almost hopelessly handicapped at the 
wer wed Presse (ed) Nov. 12.42 12.74 10.68 8.11 | moment by lack of clear insight into what is 
alaries & Wages (cd)........0.0000..... Nov. 8.89 8.81 7.57 5.56 | «aie teeta” F : 
Interest & Dividends (cd) Nov. 053 08! «052s | Pied 7 ello oe eel oe rein 
Farm Marketing Income (ag)........ Nov. 2.01 2.25 1.76 1.21 | Persist in her seeming determination to dominate 
Includ'g Govt. Payments (ag)........ Nov. 2.05 2.28 1.82 1.28 | Europe, there might not be any clear cut end 
to the war in the sense of general demobilization 
the part of the so-called "Allied" Nations. 
CIVILIAN EMPLOYMENT (cb) m Dec. 51.0 51.7 53.1 51.0 ” ‘ ip tg * 
Agricultural Employment (cb)........ Nov. 9.8 10.7 9.8 9.0 . . . 
Employees, Manufacturing (Ib). Dec. 6.1 16.2 15.7 13.6 i he Se sie ene te er angnen 
Employees, Government (Ib)...... Dee: 5.9 5.8 59 4.5 |should be forced in self protection to maintain 
UNEMPLOYMENT (cb) m Dec. 0.9 0.9 1.6 3.9 | huge military establishments for an indefinite 
number of years after the shooting stops, we 
FACTORY EMPLOYMENT (Ib4) Dec. 170 171 165 141 would have good cause to continue worrying over 
USS Se OS, Re ae Dec. 233 234 216 168 taxes, inflation and the growth of Facism at 
Non-Durable Goods ......0......c:ccccc000 Dec. 120 121 124 120 home; but not over unemployment, business de- 
FACTORY PAYROLLS (Ib4) Nov. 336 333 280 189 pression and low business profits. 
* * * 
FACTORY HOURS & WAGES (Ib) - mn iii ‘iis iis Prior to the present war there were no unem- 
RII SAUIS Boos cckccksstinesessissesccscccsets ov. . : . . i ili 
Seude ees opm lad a. 99.5 98.9 905 78.1 Aone gee . Bee oe = 
Weekly wage ($1)........0...00000. Nov. 45.27 44.90 39.78 ee en ee ee eee 
planning could only lead eventually to a world 
ae — — ~~ wide collapse in money and credit, followed 
“oe name Pf Nov. 135.0 135.2 128.8 1161 by even more destructive wars and revolutions 
throughout the globe. We can only hope that 
there is enough statesmanship in the world to 
COST OF LIVING (Ib3) Dec. 124.4 124.2 120.4 110.2 | foresee and to averf such a catastrophe 
SS ROR EG Ser ae ses Dec. 137.1 137.3 132.7 113.1 * * *& 
a" Ue Paget et te — ae dnc a. os With all the suffering that has been heaped 
<i Ow a upon humanity under a curse of the lust for 
P it is none too reassuring to learn of the 
RETAIL TRADE saesgees ! 
Retail Store Sales (cd) $b................ Nov. 5.60 5.72 4.97 4.72 ote achemen wow heating among the 
Durable Goods ......-cscccssssee- Nov. 0.79 0.8 0.75 1.14 | “United” nations for world wide controls over 
Non-Durable Goods ..........0ccccee Nov. 4.81 4.91 4.22 3.58 | money and credit, raw materials, food production 
Chain Store Sales (ca).................... Dec. 170 187 175 151 d distributi ducati lici neat 
Dept. Store Sales (rb) (1).............. Dec. 130 158 125 116 - a“ 7 oa . bi ‘i reed a _ 
Dept. Store Stocks (rb2) 0... Nov. 98 107 105 95 | not. Mussolini's oe me 
5 Tax collections during December exceeded 
citer Totel N _ 04 _ 912 $5 billion—nearly 100% above December, 1942. 
ew Orders (cd2)—lota phonies ov. ° one ° 
Durable Goods ............. ae No. 410 421 415 265 ti ge — the wae billion = om 
Non-Durable Goods .................... Nov. 196 197 192 178 raising the Governments annual income to an 
Shipments (cd3)—Total ............. Nov. 268 270 232 183 estimated $42.2 billion, against contemplated ex- 
ene a" ssevenseneeses srsee el ni ty 7 oo penditures of $100 billion. The $2.3 billion tax 
on-Durable Goods ................ asi boost would be distributed about as follows: 
excise taxes, $1.0 billion; individuals, $0.7 billion; 
res ite ole i _ _— dacs wie corporations, $0.5 billion; postage, $0.1! billion. 
nd of Month (cd)—Total............ : ov. . A 2 > . ae 
Manufacturers’ ooo... .cccccccceeeeeeeee Nov. 17.9 17.8 ag 15.2 ~~ am ae ee ening i aoe sie 
ai Slow. 41 4.0 3.9 4.6 | lion, of which $13 billion was from individuals and 
EES ate Sen era Nov. 6.2 6.2 7.1 6.9 | 12.1 billion from corporations. Total collections 
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PRODUCTION AND TRANSPORTATION 



















































































Latest Previous Pre- 
Wk. or Wk. or Year Pearl’ PRESENT POSITION AND OUTLOOK 
Date Month Month Ago —_— Harbor 
BUSINESS ACTIVITY—1—pc Jan. 29 133.6 132.0 122.0 118.2 
(M. W. S.)—t—np... ee Jan. 29 162.1 160.2 148.3 139.5 in 1942 were $16.7 billion—$4 billion individual, 
INDUSTRIAL PRODUCTION (rb3) Dec. 245 247 223 174 and $6.9 billion corporate. 
ihn Durable Goods, Mfr.............0.:c000000 Dec. 374 377 328 215 opal 
pra ite Non-Durable Goods, Mfe................. Dec. 175 179 169 141 
merican |f| CARLOADINGS—t—Total Jan.29 ell = 7997350833 Owing the war (from Sept. 2, 1999, to the end 
re Manufacturers & Miscellaneous... Jan. 29 376 367 351 379 of 1943) the average hourly wage has risen 39% 
~ oe “See Jan. 29 103 101 89 156 in England, against an increase of only 28% in 
+4 550% Coral .nnnnaasssssssscserersescescsecssecenrencenrsssenee Jan. 29 185 182 170 = living cost; while total salaries and wages are 
tion and (LT ae Ane teeta Pees Fee an Jan. 29 56 59 50 way 10, Catlnte Hin emmeuted ia te Ui Sihe 
salen: ELEC. POWER Output (K.w.H.)m Jan. 29 4,524 4,532 3,977 3,369 hourly wages have risen 20%, living cost 26%, but 
Period |f) SOFT COAL, Prod. (st) m Jan. 29 12.83 12.65 ~—*'11.50 ‘110.8 | total salaries and wages are up 140%. 
janem: itl Cumulative from Jan. bo..cccccccnn Jan. 29 51.71 = 38.88 = 47.13 466 ee 8 
Stocks, End! Mo.........::s.0500.... ee Dec. 56.7 60.1 85.9 61.8 
The C. |. O. asserts that living cost has risen 
ss out [I ee one —. o eee Jan. 29 4.41 4.393.834. | 50% since January, 1941; whereas the Labor Bu- 
at the Gasoline Stocks .........ccccccccsesscsssseeeeees Jan. 29 81.08 79.76 88.17  87.84| reau's index (which the American Statistical As- 
vhat is Rue OG tOG RS sce ccecsanecacectstcesesoastss: Jan. 29 52.86 53.43 71.45 94.13 sociation has pronounced “trustworthy” despite 
Russia Heating OT} Cl -|  rr Jan. 29 37.27 38.30 39.43 54.85 some drawbacks} shows only 23.4%. The Admin- 
minate |] LUMBER, Prod. (bd. ft.) m Jan. 29 579 560 445 632 istration is preparing to continue its food-sub- 
it end Stocks, End Mo. (bd. ft.) | eee Nov. 37 KY 5.1 12.6 sidies program until November on the assump- 
ization STEEL INGOT PROD. (st.) m ‘ine 7.60 7.27 7.42 6.96| tion that Congressional opponents will be unable 
Dns. Cumulative from Jan. 1............... Jan. 7.60 88.87 7.42 75.69 | to over-ride a veto of the measure to stop 
price rollbacks. Great Britain spent $830 million 
ENGINEERING CONSTRUCTION on food subsidies last year. 
1gdom AWARDS (en) $m Feb. 3-35.50 33.2 81.893: y 
vintain Cumulative from Jan. | Feb. 3 215 179 309 5.692 7 * * 
efinite MISCELLANEOUS WPB says there is no chance of resuming 
s, we Paperboard, New Orders (st)t........ Jan. 29 146 132 152 165 whiskey production in the near future; but the 
j over Whisket withdrawals (tax gals.)m.... 0 a “a wa wr liquor shortage is being eased somewhat by 
aden Pg a. B aa 228 24.3 19.7. 17.1 | larger imports of distilled spirits which, last year, 
s de- Cigars, Domestic Sales—m.............. Dec. 40.4 42.9 68.5 54.3 | amounted to 30% of domestic withdrawals. 
Machine Tool Shipments—$m_....... Dec. 60.8 ul 132.0 76.4 
ag—Agriculture Dep't. b—Billions. ca—Chain Store Age, 1929-31—I00. cb. Census Bureau. cd—Commerce Dep't. cd2—Commerce 
inem- Dept., Jan., 1939—100. cd3—Commerce Dep't., 1939—100. cdlb—Commerce Dep't. Index (1935-9—100) using Labor Bureau & other 
|| data. en—Engineering News-Record. I—Seasonally adjusted Index. 1823-5—100. lb.—Labor Bureau. ib2—Labor Bureau. 1926—I00. Ib3— 
_ Labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100 m. Millions. mpt—At Mills, Publishers & in Transit. np—Wéithout compensation 
nerd for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, adjusted index, end of Mo., 1923-5— 
world 100. rb3—Federal Reserve Board adjusted index, 1935-9—100. st—Short tons. t—Thousands. tf—Treasury & R. F. C. 
— THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
that | f] No. of tpi 1943-4 Indexes (Nov. 14, 1936, Cl—I00) High Low Feb.5 Feb. 12 
d to Issues (1925 Close—100) High Low Feb.5  Feb.!2| 100 HIGH PRICED STOCKS...... 68.01 52.87 63.10 63.45 
283 COMBINED AVERAGE........ 89.9 54.5 81.0 81.7 100 LOW PRICED STOCKG...... 88.00 43.61 78.73 79.28 
4 Agricultural Implements .... 156.5 105.2 149.6 148.6 6 Investment Trusts ................ 39.1 273 34.0 34.3 
iped 9 Aircraft (1927 Cl.—100).... 179.2 112.7 123.8 127.0 3 Liquor (1927 Cl.—100) ...... 321.3 197.1 292.9 292.6 
for 5 Air Lines (1934 Cl—100).... 560.3 363.1 438.1 440.2 8 Machinery . .............cccccsssceseoee 111.6 82.6 105.5 105.7 
the 5 Amusement ..............cccceeeneeee 78.4 40.2 69.4 69.4 2 Wail Order ..5:.....c.ccsessessseses 91.8 61.8 82.5 82.5 
the 12 Automobile Accessories ...... 142.1 83.0 121.6 124.3 ch a | 1 62.0 34.9 61.2 61.8 
over |b! 12 Automobiles ...........ccccccce-- 21.0 9.7 17.7 17.8 11 Metals, non-Ferrous ............ 155.7 106.8 121.2 119.8 
tion 3 Baking (1926 Cl_—100)........ 15.0 8.5 13.1 13.1 3 Paper saga |New 9.0 12.9 12.9 
vhat 3 Business Machines. .............. 197.1 129.4 180.1 179.3 7 | ee 141.4 86.9 121.3 122.2 
2 Bus Lines (1926 Cl—100).. 115.3 54.9 114.5 012.2 19 Public Utilities 0... 58.1 23.2 49.0 49.9 
eo a 194.7 153.5 177.6 178.8 4 Radio (1927 Cl.—100)........ 26.1 12.1 23.1 22.8 
ded 4 Communication ................... 60.6 41.9 60.4 59.5 7 Railroad Equipment ............ 57.4 32.1 52.6 53.3 
42. 12 Construction ......... Pence 38.0 23.3 33.5 33.5 BG AIR aie saa as cafesr csodenseteis : 9.8 16.2 17.0 
bill 6 Containers cccccccsssssssnsssen 240.4 177.1 2243 © 221.5 2 Shipbuilding 61.2 722 732 
an 8 Copper & Brass 82.5 61.8 63.6 64.3 3 Soft Drinks 197.8 310.6 310.0 
ni 2 Dairy Products ...ccccssssssse 405 29.7 398 403 13 Steel & Iron 57.6 684 69.0 
tax 6 Department Stores .............. 32.2 15.4 28.3 29.2 COLES CL Senet ine nee ey Oe eT nae A 32.2 41.7 41.9 
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Trend of Commodities Wai 
The Labor Bureau's index of spot prices for 7 principal is asking Congress to authorize subsidies to support priceg —— 
farm commodities advanced an additional 1% during for 34 principal commodities. The Agriculture Deparl 
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grain sorghums; but is preparing a revision which will to greater production of pork, total meat supply this yeos from 
reduce prices to parity. Wisconsin farmers warn that the may reach 25 billion pounds—8%/, over last year—wit tage 
current slump in hog and egg prices means less food in the civilian allocation about the same as in 1943. More butted jnve 
year ahead. "Nothing is quite so disturbing as to urge is due this month and next; but the old shortage will be vest 
a farmer to produce and then pull the plug on prices back in April. On the other hand, winter vegetab'es ard gent 
when he has produced well.’ With this in mind the WFA expected to be 37% more plentiful than last year. nati 
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Wartime Trends in National 
income 





(Continued from page 495) 
goo%. ‘To the extent that these cor- 
porate savings can be permanently 
retained by business, the investor 1s 
eventually bound to benefit there- 
from and even today has the advan- 
tage of higher equity values of his 
investment. In a sense, then, the in- 
vestor so far has been only contin- 
gently retrograding in the parade of 
national income recipients; whether 
he will eventually emerge holding 
his own, as corporate business has 
been doing so far, depends primarily 
on Government policy and its effect 
on corporate assets, which means 
mainly reconversion policy. 

Then there is the tax question. 
Net corporate profits in 1943, as 
shown in the accompanying table, is 
estimated at $8.7 billions but net in- 
come before federal taxes should 
closely approach or slightly exceed 
$zo0 billion. The gap between the 
two is enormous. To the extent that 
easier taxes after the war will permit 
higher net earnings, the investor 
stands to benefit, if not fully then at 
least partially. Stabilization of divi- 
dends over the business cycle is a well 
established corporate practice, hence 
no important dividend changes can 
he expected for the duration of the 
war. During the transitional phase, 
they are likely to shrink temporarily 
but thereafter, taxes and business 
conditions permitting, investors may 
well look forward to more substan- 
tial disbursements, if only reflecting 
the declining need for retaining a 
large percentage for corporate pur- 
poses and as safeguards against the 
future. Amelioration of the tax sit- 
uation, when and if it is in sight, 
will serve to stimulate action along 
these lines with the result that in the 
long run, the investor may well re- 
gain his former place among income 
recipients. This is bound to be true 
as far as interest payments are con- 
cerned. Our national debt is still ris- 
ing, hence interest payments will 
continue their current uptrend. At 
present, interest, rents and royalty 
payments combined make up 7% of 
total national income, against 9% 
in 1939 and 11% in 1929. The for- 
mer down-trend, obviously, was 
largely reflecting the decline of 
money rates which has persisted since 
the early Thirties. Any reversal of 
this trend, some time after the war, 
should further make for restoration 
of the former ratio of interest pay- 
ments to total income, at the ex- 
pense of other components, chiefly 
business and wage earners. 
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As_ previously mentioned, small 
business (non-agricultural proprie- 
tors) failed to keep pace with the 
income inflation generated by the 
war. Its national income share 
dropped 2% from 10% in 1939 to 
8% in 1943. Actual income of this 
group was approximately $11 bil- 
lion, compared with $6.86 billion in 
1939, but this 60% gain to a large 
extent (about 50%) reflected higher 
prices. Both on an absolute and rela- 
tive basis, this group of all the prin- 
cipal income components was hard- 
est hit by the war. Return of peace 
will remove most of the underlying 
causes responsible for the group's 
war-time deterioration; merchandise 
and personnel will again be plenti- 
ful, price control will eventually dis- 
appear, restoring more profitable 
niargins and permitting adequate 
offsets to higher costs. Yet chances 
are that the group may not fully re- 
gain its former position. Many small 
businesses were forced to close due 
to war-time factors with which they 
were unable to cope effectively. Ad- 
ditionally, the war is tending to in- 
tensify the trend towards “bigness” 
in industry and business which, un- 
less halted, may make it exceedingly 
dificult for many smaller units to 
compete. This applies equally to 
existing businesses and to potential 
newcomers. Moreover, small business 


NOTE—From time to time, in this space, 
there will appear an advertisement which 
we hope will be of interest to our fellow 
Americans. This is number nine of a series. 


SCHENLEY DISTILLERS CORP., N. Y. 
Synonyms 


Common usage is greatly responsible 
for new words entering our dictionary, 
and advertising is largely responsible 
for common usage. 

For instance, in the camera and in 
the phonograph fields, there are two 
names which have virtually become 
synonyms for products manufactured 
in their respective industries. And, you 
will frequently hear a housewife men- 
tion a well-known trade name when dis- 
cussing electric refrigerators—without 
actually meaning that particular make. 
These names, through common usage, 
are fast becoming general. 

In quite a number of sections of our 
country, particularly in the south and 
west, the term Bourbon has become 
almost synonymous with whiskey — 
American whiskey. In the far west, you 


| rarely hear the word, whiskey. You 


hear two words—Bourbon for Amer- 
ican whiskey, and Scotch for foreign. 

On the eastern seaboard, by the 
same token, the term Rye is used in- 
stead of Bourbon—again a synonym 


| for American whiskey. 


is likely to find the transitional pe- | 


riod far more trying than their big- 
ger brothers, especially in the manu- 
facturing field. In the distributing 
trades, the war has resulted in a con- 
siderable thinning of the ranks. 
While a reversal of this trend, after 
the war, is almost certain, it remains 
conjectural whether a full recovery 
will eventuate. 

The facts, trends and prospects de- 
scribed in the foregoing have doubt- 
less strengthened the reader's con- 


viction that national income and its | 


functional distribution is not just an 
economic but an important political 
question as well. Such distribution 
shows how each factor of production 
obtains a given money income in the 
form of wages, dividends, rents, in- 
terest, etc., which in turn is ex- 
changed for a share of the total avail- 
able consumption goods. Functional 
distribution of income being essen- 


tially a price and value problem, | 


Governmental action in these spheres 
is rapidly becoming all-important 
because it is the Government which, 
in the last analysis, by its policies 


has become an increasingly outstand- | 


ing factor in determining prices and 
values. 

The important subject of war- 
time trends in consumer spending, 
their current and future implications 


Surveys have proven that a man who 
asks for Bourbon in the west, or Rye in 
the east, is not necessarily conscious of 
the grains which are predominant in- 
gredients in those whiskies. He just 
mentions Bourbon, or Rye, because of 
common usage of those terms in their 
respective territories. 

This writer has frequently heard 
people say in the east, I like that XYZ 
Rye, and in the west, I like that XYZ 
Bourbon. And yet that particular 
blended whiskey has neither Bourbon 
nor Rye dominant flavor characteris- 
tics. It does have a flavor that appeals 
to the American taste, because of skill- 
ful blending of a number of whiskies 
which may, basically, be Rye or Bour- 
bon, or both. ; 

If you have found a blended whiskey 
that makes your taste buds happy, ask 
for it by name. If you merely say, 

Give me a Rye,” or “Give me a Bour- 
bon,” your dispenser will take you lit- 
erally because he always tries to give 
you just what you ask for. If you ask 
for a blended whiskey—you'll get it! 

And, apropos of blends, a friend re- 
cently asked, “You know the greatest 
blend of all?” He answered his own 
question. “It is America—a blend of the 
cream of the crop of many nations.” 

And who can disagree with that? 


MARK MERIT 


OF SCHENLEY DisTILLers Corp. 
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will be dealt with exhaustively in a 
subsequent article which will also 
include a discussion of future buy- 
ing intentions of the public, in the 
light of latest surveys, and poten- 
tials indicated for the consumer 
goods field. 





Disposal of Federal 
Surplus Stocks 





(Continued from page 499) 


administration of the proposed Cen- 
tral Disposal Agency. Reports have 
it that Secretary of Commerce Jesse 
Jones is far in front in the running 
for this key position; his official ap- 
pointment may not be far off. Once 
the new agency is set up, it is ex- 
pected that the Baruch committee 
will formally announce its policy 
governing disposal of both surplus 
materials and war plants. 

As to the latter, the Government 
even now is actively searching for 
prospective buyers. Private operators 
of Government-owned plants and 
facilities are being canvassed for 
what they may want to buy for post- 
war use, and under what conditions. 
Government investment in plants 
and facilities runs to about $16 bil- 
lion, covering some 2,600 establish- 
ments. Mr. Jones thinks the RFC 
should handle their disposal as that 
agency alone holds some 1774 plants 
on which commitments exceed 39 
billion. The remainder is under the 
direction of the Army, Navy and 
Maritime Commission. 

The latter was the first of the 
major procurement agencics to an- 
nounce a program for the disposal 
of surplus property and materials. 
Under the uniform procedure re- 
cently promulgated, first preference 
is given to contractors in the ship- 
building industry. Then, in the fol- 
lowing order, to other Government 
Departments, to war contractors 
generally, to industries reconverting 
to civilian production, and finally to 
competitive bidders. Some negotia- 
tions are already under way with 
Bethlehem Steel Company _partici- 
pating in what is believed the first 
major disposal transaction. The com- 
pany has paid about $22.5 millions 
for Government-owned facilities at 
its various plants, an amount which 
fully reimburses the Defense Plant 
Corporation for its original expen- 
ditures. ‘ 

But probably only a relatively 
small portion of the total facilities 
eventually for sale may go for cash. 
While so far there has been no in- 
timation of what terms may be 
offered, it is definitely understood 
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that credit will be extended to pur- 
chasers, and lease arrangements are 
also contemplated. The bulk of 
properties will be acquired under 
existing option agreements. Others, 
including the important synthetic 
rubber plants, carry no options; their 
disposal is subject to high Govern- 
ment policy which still appears 
nowhere near a decision. This lack 
of policy is giving greatest concern 
to business and industry, severely 
handicapped thereby in reconversion 
planning. No less apprehension is 
expressed over strong agitation in 
certain quarters for retention of 
some facilities by the Govcrnment 
for experimentation in industrial 
operation, especially of properties 
which could be sold or leased only 
at great loss. Industry, additionally, 
is on record as opposed to Govern- 
ment acceptance of equity securities 
in payment of facilities, obviously 
fearful that such procedure would 
open the way for Government entry 
into private business. The latter 
possibility unquestionably  consti- 
tutes the number one bugaboo of the 
entire disposal problem as far as in- 
dustry is concerned. 





How Britain Is Working for 
Post-War Trade 
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in the Indian market, potentialities 
of which after the war are enormous. 
Although India accumulated in 1943 
a large favorable balance of trade 
with the United States, estimated at 
about $200 millions, and although 
there seems to be enough shipping 
available, Indian importers are be- 
ing discouraged from ordering goods 
from this country. Among the rea- 
sons for this is given the shortage of 
dollars which are needed elsewhere 
for other purchases and surfeit of 
pounds sterling with which pur- 
chases can be made in Great Britain. 

There are many other proposals 
and schemes. Some Britons see the 
panacea in bulk purchases of raw 
materials, others favor international 
super-cartels which would divide 
markets for individual products. Sir 
Raymond Streat of the British Cot- 
ton Board came out with a sugges- 
tion to divide foreign trade into two 
groups: certain basic items to be 
without restrictions, while certain 
manufactured goods would move 
only in accordance with special in- 
ternational agreements. One of the 
latest ideas is that there is a tendency 
for the world to be divided into 
three or four spheres of influence, 
with goods moving more or less free- 
ly within individual areas. 


There are of course many traders, 
industrialists and economists in 
Great Britain who sincerely believe 
that their country’s interest would be 
in the long run best served by the 
restoration of world trade on the 
widest international and multilateral 
basis. They argue that a certain 
amount of defeatism or escapism— 
unwillingness to readjust production 
methods so as to permit the lower- 
ing of costs per unit--is basically be- 
hind the demand for bilateralism or 
for international cartels. 

Nevertheless, even such advocates 
of economic liberalism and multi- 
lateral trade as the London Econ- 
omist are doubtful about the wisdom 
of removing all trade restrictions 
after the war. Some of them favor 
the relaxation of trade controls step 
by step, depending upon the pros- 
persity and trade policies of the 
United States. The prosperity here, 
they believe, would stimulate travel 
and the extension of loans to foreign 
countries and also bring about gen 
erally higher prices for raw materials 
—all of which would tend to provide 
Britain with the badly needed dollar 
exchange for balancing her inter- 
national accounts. 

The British regard some of the 
statements that have been made in 
this country in respect to post-war 
trade with misgivings. They are 
afraid that we shall protect our new 
synthetic rubber industry with a 
high tariff—which would, of course, 
mean drying up of important source 
for dollar exchange. They hear about 
our projected export drive and about 
our plans for expanded merchant 
marine. They would like to see us 


ence and for all acting as a creditor ° 


nation. They don’t know whether 
they should appease us into lower- 
ing our tariff which they regard as 
one way of assuring that we shall act 
as a creditor nation, or whether 
they should gang up against us. 
Certainly it looks at times, as if they 
were trying to force us to lower our 
tariff by threatening to use their 
bargaining power or by favoring 
bilateralism. But any substantial 
lowering of American tariff is prob- 
ably out of question unless Great 
Britain herself modifies her policy 
of imperial preference, at least in 
regard to India and the Dominions. 

From the viewpoint of post-war in- 
ternational policies, there is no more 
important problem than that of the 
balancing of the British interna- 
tional accounts. This country, now 
practically the only largest creditor 
nation left, holds one of the keys to 
its constructive solution in its post- 
war trade policy. The other key is 
held by Great Britain herself in her 
imperial preference policy. 
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Rubbers Over Short and 
Longer Term 





(Continued from page 511) 


Even after the reserves, net in 1941 
was $5.02 and in 1942 was $5.72. 
The prospects are for better than 
$6.00 a share to be shown for the 
1943 report when it is published. In 
the first six months of the year, net 
was $3.49, and still better results are 
indicated for the second six months, 
before reserves. Goodrich has about 
$27,000,000 in bonds, about $4,500,- 
000 bank loans, 412,031 no par value 
$5, preferred shares (callable at 100) 
and 1,303,255 shares of no par value 
common. Dividends on the common 
have been irregular in the past few 
years, with $2.00 paid in 1943. 
Goodyear Tire & Rubber 1s rated 
as the largest company in peace times 
in the rubber group, and is not only 
a large producer of tires and tubes 
but has a wide variety of other items 
in its output. It has specialized in 
heavy rubber belting for conveyors 
and in the operation of machinery 
and in dirigibles and other lighter- 
than-air aircraft and balloons. In 
some years, the company produced 
more than 25% of all of the tires 
and tubes for motor cars made in the 
United States. The postwar pros- 
pects for this end of its business are 
very bright. Goodyear earnings were 
poor in the early 1930's, with several 
large deficits, but a profit has been 
shown in every year starting in 1935, 
aud even in 1938, which was another 
bad year for many in this industry, 
a fair profit was disclosed. In the 
past five years, per share earnings 
averaged better than $4.50 a share. 
There were also some large deduc- 
tions for contingent and other re- 
serves in recent years, including $3.88 
a share on the common in 1942 and 
$5.40 in 1941, but even after these 
deductions, net was $5.46 in 1942 


}and $4.63 in 1941. In the first half 


of 1943, earnings on the common 
were $2.82 a share, with second half 
income after reserves expected to be 
about the same. Goodyear has $37,- 


, 500,000 bonds, 616,954 shares of $5 


no par preferred (now callable at 
110) and 2,059,168 shares of no par 
common. No dividends were paid 
through the early 1930's, with irregu- 
lar dividends since 1937. The 1943 
rate was $2.00. 

Firestone Tire & Rubber is the 
fourth of the Big Four of this in- 
dustry in most estimates, but it prob- 
ably had a larger gross business in 


| 1943 than any other, with a total of 


$545,389,601, almost as much as 
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Goodrich and U. S. Rubber com- 
bined, and nearly $100,000,000 above 
Goodyear, in their 1942 reports. It 
is doubted that the 1943 reports of 
Goodyear, Goodrich and U. S. will 
show any of them touching this total 
business of Firestone in its year to 
Octédber 31, 1943. The growth in 
sales has not all been from rubber 
products, however, as the company 
entered the production of a variety 
of airplane parts. Firestone had a 
good earnings record from 1934 on, 





after the normal showing of others 
in this industry of poor results in 
the early 1930's. In the year to Oc- 
tober 31, 1943, it had the best re- 
sults in many years, reporting $7.94 
a share on the common stock against 
$7.80 the previous year. Firestone 
has $46,000,000 funded debt. It has 
called its 6% preferred for redemp- 
tion on March 1, 1944 at 105. Re- 
cently, a new 414% preferred was 
sold to the public, consisting of 450,- 
ooo shares, par 100, callable at 105. 
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The outstanding common stock is 
1,945,896 shares of $25 par value. 
Firestone has had a more consistent 
dividend record than the others in 
the Big Four, with some payments 
in every year for more than ten years. 
The 1943 rate was $2.00. 

Dayton Rubber Manufacturing 
Company was once one of the leaders 
in the tire and tube business, and 
still does a large business in these 
for the armed forces. It did not ex- 
pand its operations like some others 
in the 1920’s, devoting more of its 
attention to the mechanical goods 
field. Dayton has had excellent earn- 
ings, starting in 1936, averaging 
about $3.50 a share a year on its 
common stock for the eight years. 
The company has a small bank loan, 
but no bonds. There are 46,318 
shares of $2 preferred, par $35, call- 
able at 35, and 176,839 shares of $1 
par value common stock. The 1943 
dividend paid on the common was 
$1 per share. In relation to average 
earnings in recent years, this stock 
sells at lower relative prices than any 
others in the group, with its recent 
price only about four times earnings 
per share. 

General Tire & Rubber is another 
member of this group to complete 
refinancing in recent months, selling 
a 414%, preferred to retire a 6% 
issue. The company is the largest in 
point of gross business outside of the 
Big Four. The company does not do 
any direct selling to motor car 
makers, but sells through retail 
stores and gas service stations. The 
major part of its output is in tires 
and tubes. It has no funded debt, 
with 65,000 shares of 414% pre- 
ferred, par $100, callable at 105, and 
526,862 shares of $5 par value com- 
mon. Earnings on the common for 
the past eight years have averaged 
about $2.50 a share annually. Com- 
mon dividends in the past several 
years were $1.00 a share. 

Seiberling Rubber had deficits 
through a long period of years on the 
common stock, but reversed this and 
showed net earnings in every year 
from 1938 on. For the six years 1938- 
13, income on the common stock has 
averaged over $1.50 a share annu- 
ally. For the year to October 31, 
1943, it was $1.70 a share. No divi- 
dends were paid on the common for 
a long period until 1942, when es, 
cents was paid, with 50 cents in 1943. 
The company has $1,500,000 funded 
debt, 21,042 shares of $2.50 prior 
preferred of no par value (callable 
at $52.50), 18,860 shares of $5 pre- 
ferred, par $1.00 ‘(callable at 102) 
and 271,106 shares of no par value 
common stock. 
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The Elements of Strength in 
Post-War Corporate 
Structure 
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the bookkeeping reserves now Car- 
ried and all the cash that corpora- 
tions can temporarily call their own 
until the next tax installment falls 
due. That is why business men— 
mostly just as patriotic citizens as 
you and I—are not doing much re- 
joicing over war-time profits and are 
eyeing developments at Washington 
with no little anxiety. 

Since the war procurement agen- 
cies have demonstrated a general 
fair-mindedness, since the planning 
for “unwinding” the war effort is in 
the hands of the eminently able Mr. 
Baruch, and since the dominant 
economic philosophy of Congress is 
constructively conservative, I assume 
with high confidence that contract 
settlements will leave the great ma- 
jority of corporations with fully 
adequate financial strength to meet 
post-war needs or with good credit 
ratings for such financing as may be 
required. 

But this, however valid, is an as- 
sumption—not a present fact. It is, 
therefore, not something that one 
can read into the war-time corporate 
earnings statements and_ balance 
sheets, our Left-wing brethren to the 
contrary notwithstanding. 
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progress, which has greatly expanded 
productive capacity for hydro-carbon 
solvents. Trichlorethylene, used for 
degreasing metals, is said to effect a 
clean surface four times faster than 
other cleaning processes. Penicillin 
is now going into mass production in 
the vats of Commercial Solvents— 
compared with the expensive use of 
individual flasks heretofore. Use of 
“internal heating” by radio waves 
should greatly expedite development 
of molded plastic products. 

Dollar value of chemical and al- 
lied products in 1943 is estimated at 
$7.5 billions, more than double the 
amount produced in 1939. In, fact 
the gain for chemical manufacturing 
was even more rapid during the four- 
year period, being estimated at 180% 
over the 1939 figure. While these 
volumes cannot be maintained after 
the war, the experience will be of 
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great value to chemical companies in 
teaching them new tricks in mass pro- 
duction, laboratory short-cuts, etc, 
which will help sustain profit mar- 
gins against the inevitable price-cut- 
ting of future years. The industry 
may also be able to take over some 
of the huge chemical and synthetic 
rubber plants built by the Govern- 
ment, at very reasonable cost figures. 

Leading chemical stocks are listed 
alphabetically in the accompanying 
table. Companies with broad gen- 
eral production are Allied Chemical, 
American Cyananrid, Dow, duPont, 
Monsanto and Union Carbide. Two 
of these—Allied and duPont—have 
important outside investments. Du- 
Pont has a large stake in General 
Motors. Allied has a somewhat di- 
versified portfolio, which contributes 
about 8% of total income, together 
with a very strong cash position 
(over $94,000,000 in 1942). Neither 
company has any bonded debt; Al- 
lied has only common stock. Union 
Carbide, which ranks between the 
other two leaders in size, has a mod: 
erate funded debt, but no preferred 
stock; it also maintains a strong work: 
ing position. Allied and Union 
Carbide appear to lean more to 
heavy industrial chemicals while du- 
Pont is the leader in certain con- 
sumer fields, such as rayons and cel- 
lophane, though it also handles 
heavier lines. Union Carbide is a 
leader in plastics. Allied goes in 
heavily for alkalies and heavy chem- 
icals. All three companies are, how- 
ever, well diversified. 

Dow, one of the most rapidly grow- 
ing companies, is noted for the won- 
derful progress achieved under the 
brilliant leadership of Dr. Dow and 
his son Willard (now president) in 
extracting bromine, chlorine, mag: 
nesium and other chemicals from salt 
brine in Michigan and also from 
ocean water. Magnesium has been in 
immense demand for airplanes, being 
lighter than aluminum though more 
difficult to fabricate. Dow for many 
years has had a partnership with 
Standard Oil in the production of 
ethyl gas constituents. Because of its 
rapid growth Dow has considerable 
capital senior to the common stock 
and its working position is only fair. 
Because of leverage, the stock fluctu- 
ates somewhat more than other lead- 
ers. 

American Cyanamid some years 
ago lacked diversification, its prod- 
ucts being taken mainly by two or 
three industries such as fertilizer and 
paper, the fortunes of which largely 
governed its own sales. However, in 
the past decade further diversifica- 
tion has been obtained and the con 
pany has grown rapidly, operating 
profits in 1942 being nearly ten times 
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great as in 1932. The class B stock 
has a considerable amount of lever- 
ve, due to the fairly large amounts 
{ bonds and preferred stock. While 
Rhe issue may lack the investment 
yuality of stocks like du Pont and 
\llied Chemical, it may have better 
bowth prospects due to the capital 
kt-up—provided the management 
ontinues aggressive and efficient. 

Monsanto Chemical is an out- 
ianding growth company, largely at- 
ained through skillful acquisition of 


luPont,fmaller companies. The company is 
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Neither 


juite well diversified, pharmaceuti- 
als being its principal line. ‘There 
sno funded debt but outstanding 
referred is fairly substantial. ‘The 
yorking capital position is satisfac- 
tory, and the earnings and dividend 
record excellent (though along with 


heavy taxes in 1942-3). 
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account for 29% 


Air Reduction has also enjoyed 
substantial growth in the special field 
pf oxygen and acetylene gas, and 
equipment to use them in welding 
and cutting metals. ‘These lines make 
up about three-quarters of the busi- 
ness. The company has maintained 
2 sound financial set-up and has paid 
dividends for many years, making the 
stock one of the most stable in the 
chemical list despite its tie-in with 
the heavy industries. 

The remaining companies in our 
list are mainly in special fields 
though most of them obtain consid- 
wable diversification through the 
wide variety of customers served. 
American Agricultural Chemical is 
considered the best of the fertilizer 
companies—though it had a string of 
deficits some years ago; as during the 
other war, a strong liquid position is 
being built up. Atlas and Hercules 
Powder have excellent records, but 
Atlas’ dependence on explosives busi- 
ness detracts from the postwar out- 


versified in new lines and appears to 
have the better growth record. 

Columbian Carbon and United 
Carbon, which specialize in carbon 
black (together accounting for over 
half U. S. production) are benefitting 
by the demand for this product in 
synthetic rubber, but may be ad- 
versely affected in future by changing 
techniques in the production of car- 
bon black. Both companies are large 
natural gas producers, which indus- 
try has also benefitted by the war. 
Columbian appears to have some- 
what better diversification since 
printing inks, paints and pigments 
of sales. Both com- 
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panies are conservatively capitalized, 
and have good earnings records. 


Commercial Solvents makes or- 


ganic chemicals, principally basic sol- 
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THESE 87 STOCKS MAY BE YOUR KEY 
TO ONE OF THE BIGGEST 
INVESTMENT OPPORTUNITIES OF 100 YEARS 


Possibly the most impertant study we have ever undertaken has just been re- 
leased. Our country-wide staff of field investigators and our analytical units 
have prepared reports on every important industrial group and on more than 
2,000 companies. From these carefully prepared reports, our Investment Com- 
mittee has selected 87 stocks which we believe represent the big investment 
Opportunity for today. 


PROSPECTS FOR PROFITS AND DIVIDENDS 


Many of these 87 stocks are undervalued on the basis of expected earnings and 
dividends and present no conversion problem. 


Most of them have a high degree of investment attraction. 14 have paid un- 
interrupted dividends for 30 to 125 years; 13 from 20 to 30 years; 22 from 10 
to 20 years, and 72 have paid dividends for 5 or more years consecutively. 


Attractive income is an added feature. At current prices, 16 pay 6% to 9%; 
35, 4% to 6%; and 76 pay better than 3%, including many selected chiefly for 
price appreciation prospects. 


“BEST PROSPECTS" STOCKS CAN RISE ENORMOUSLY 


Every major bull market since 1896 has experienced two distinct phases. 
In each one, the second phase has been by far the most exciting in terms of 
public participation and the extent of the price advance. Only the first leg 
of the present market is over. The second phase is coming. Average prices 
can go far above the highest point reached in the first leg. 


THIS IMPORTANT LIST OF STOCKS FOR $‘) .00 


Tear out this advertisement and mail with your name and 
address. Enclose $2.00. We will send you this list of 87 stocks 
and, in addition, we will send you the next 4 issues of 
THE OUTLOOK, a service for the investor in securities. 


STANDARD & POOR'S CORPORATION 
345 Hudson Street New York 14, N. Y. 


The Largest Statistical and Investment Advisory Organization in the World 











look; Hercules is somewhat more di- 


vents for use in the automobile, fur- 
niture, rayon, drug and chemical 
trades; it is also developing impor- 
tant new lines such as vitamin feeds. 
While the company has only common 
stock outstanding, and the current 
working position is good, the earn- 
ings record has been somewhat dis- 
appointing due to changing policies 
and the erratic nature of the solvents 
business. ‘These factors are reflected 
in a higher price earnings ratio than 
for the average chemical stock. The 
two sulphur companies, Freeport and 
Texas Gulf, have excellent records 
of stable earnings and dividends dur- 
ing the past decade, due largely to 
scmi-monopolistic control of sulphur 
deposits and prices. Freeport has at- 
tempted to diversify in magnesium 
and nickel production, without very 
important results thus far. 
Mathieson Alkali is a somewhat 
“neutral” stock. It is the fifth largest 


alkali producer, has a_ generally 
sound record, but not much growth 
as compared with other companies. 
U.S. Industrial Chemicals (formerly 
U. S. Industrial Alcohol) is the lead- 
ing producer of ethyl alcohol, but the 
company is trying to diversify into 
other fields which now account for 
about half of operating net. The 
earnings record has been quite irreg- 
ular, due to sharp fluctuations in the 
alcohol industry; naturally the com- 
pany has benefitted by the war. 
Westvaco is a leading producer ol 
caustic soda and chlorine; it sells the 
latter principally to Union Carbide 
under a contract extending to 1947. 
The company in recent years has 
been spreading into new fields which 
now account for half the business. 
Growth and sales has been fair and 
the earnings and dividend record 
favorable. While cash is small net 
working capital appears ample. 
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As I See It! 
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But granting the importance of the 
internal motivation of Stalin’s move 
—it is only a shadow in comparison 
with its tremendous potentialities as 
an instrument of foreign policy, as 
far as we and the rest of the world 
are concerned. 

There is nothing in the program 
as outlined by Mr. Molotoff which 
would prevent outside states from 
afhliating with the Soviet Union. In 
fact, it is definitely an invitation to 
do so. Presumably not only Poland, 
Czechoslovakia or Austria could join, 
quite apart from the Baltic states 
which Russia means to get back, but 
possibly also partitioned sections of 
Germany and vast areas in China. It 
is in this connection that the recent 
Soviet move assumes overwhelming 
significance. For obviously, if such 
expansionist intentions were attached 
to it, either primarily or secondarily, 
the lure of joining the Soviet bloc 
would be greatly enhanced by the 
existence of a federation of auton- 
omous states, capable of express- 
ing their own will and possibly su- 
perseding, in however circumscribed 
a fashion at first, one-man action in 
Moscow. For in the postwar world, 
the need for smaller states to lean 
towards one of the leading powers 
will be greater than ever. 

But most important of all, this 
federation of Soviet states, organized 
along an autonomous pattern, is not 
only bound to appeal powerfully to 
smaller neighbors because of the se- 
curity it offers, but because of the 
great postwar economic advantages 
which will accrue to them as partners 
in the colossal Soviet Empire, domi- 
nating both Europe and Asia, and 
abounding in unlimited resources. 

It is the enormous economic impli- 
cations of Stalin’s move which marks 
a milestone in world political devel- 
opments and is of profoundest sig- 
nificance to the rest of the world. 

Particularly, this is not lost upon 
the British; hence we find that Brit- 
ain of late has been strongly moved 
by the idea of organizing the world 
on a regional basis, a move unques- 
tionably dictated by the rise to power 
of the colossus of the East. Finding 
its position in Europe threatened by 
Russian resurgence, British leaders 
have been emphasizing a strength- 
ened British Commonwealth of Na- 
tions by inviting the smaller western 
European powers to join it. 

But should Russia succeed, by nor- 
mal evolutionary development or 
otherwise, in creating a bloc ranging 
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from the Pacific to Central Europe, 
Britain’s position both politically 
and economically would be most se- 
verely compromised. She would 
stand to lose the bulk of the Euro- 
pean market on which she depends 
to a large extent for her export of 
manufactures. Her loss of political 
prestige and influence would be irre- 
vocable. We, too, would not escape 
the impact of such a far-reaching de- 
velopment, which would automatic- 
ally call for a closer drawing together 
of the Anglo-American nations and 
their satellites, unless they want to 
exhaust themselves in futile compet- 
itive efforts to maintain, individual- 
ly, their positions in the political 
and economic spheres. 

Such may well be the long range 
implication of the constitutional re- 
organization of the Soviet Union. It 
ranges far afield, but should be well 
worth pondering for it is far better 
to be prepared than to be over- 
whelmed by events. In its fullest 
possible realization, the potentialities 
of the Soviet move may well result in 
the creation of two powerful world 
blocs, an Anglo-American and a Rus- 
sian bloc. For the world at large, 
this may be good or bad, depending 
on the wisdom and policies of those 
in power. 

On the other hand, alternatives 
are by no means excluded. In the 
last analysis, they depend on the kind 
of a world we shall endeavor to build 
when the present holocaust is over, 
on the vision and wisdom of our 
statesmen and the degree of real co- 
operation a war-weary world will be 
willing to offer in the interest of jus- 
tice, world-wide security and human 
decency. If we are willing to follow 
these ideals, our future will be built 
upon a far stronger foundation than 
any purely political motives could 
ever provide. For after all, there is 
no reason to assume that the world 
will learn nothing from its present 
trials. 

We are living in a crucial time. 
Here at home, it calls above all for 
national unity to assure unity of 
purpose in whatever policies we may 
be obliged to undertake in the future 
in the interest of our country and 
maintenance of the peace. The pres- 
ent situation leaves no room for petty 
politics, for party bickering merely 
for the sake of aggrandizement of a 
political party. We shall have to 
concentrate on the economic aspects 
of our place in the coming new 
world, if we are to maintain our 
position and prosper. 
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National Gypsum Co. makes ; 
variety of gypsum products, also ¢¢ 
ment. Earnings and dividends hay 
been small, reflecting too heavy cap 
italization before the common. ‘Ther{ 
are $6,000,000 bonds, 64,980 share 
of $4.50 preferred and 1,339.45 
shares of common. 
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are connected with building operafall ki 
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which are expected to be of greaf arate 


value in peace time applications 
The company has had good earning 
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was $2.50. Capitalization consists 0 
go,700 shares of 4% and_ 25,004 
shares 444% preferred, each $10 
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common. This is a “growth” situa 
tion. 

Holland Furnace Company is en 
gaged in making and installing fur 
naces in homes and industrial plant 
also making and installing air con; 
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ditioning equipment. It had_ pooj 
results in the early 1930s, but with 
the growth of oil burner installa 
tions, showed large income starting 
in 1936. The best year was 1941) 
with $4.22 a share. Dividends of $: 
to $2.50 a share have been paid an 


nually since 1938. The company | TI 


no bonds or preferred stock, with 
450,422 no par common shares. Post 
war prospects are excellent. 

Two companies principally en 
gaged in floor covering operation 
are Armstrong Cork Co. and Con 
goleum-Nairn, Inc. Armstrong ha‘ 
large earnings until the past two 
years, excepting in 1938, over a long 
period. In 1942, net was $1.96 } 
share, against $3.08 the year before 
and indications are for moderatel\ 
smaller earnings in 1943. Dividend) 
of $1.35 each were paid in 1942 ané 
1943, but $2.25 was paid in 194) 
Armstrong makes a number of item 
for building and for other purpose 
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making roofing and asbestos prod- 
ucts. Earnings have been fair, but 
consistent, over a long period. Divi- 
dends have been paid at a rate of 
$1.00 or more in every year for 
twelve years, with smaller payments 
before. 

American Radiator & Standard 
Sanitary Corporation makes radia- 
tors, plumbing fixtures, air condi- 
tioning equipment and a variety of 
other products used in building. It 
is not able to show large per share 
earnings because of the large amount 
of common stock, consisting of 10,- 
043,291 no par shares, preceeded by 
43,864 shares of 7% preferred of 
$ioo0 par. After deficits in the early 
1930s, income of about 50 cents a 
share annual average has been shown 
in the past ten years, with the high- 
est at 75 cents a share in 1941. 

Crane Company is also a leader in 
household plumbing fixtures, parti- 
cularly for the bathroom. It makes 
all kinds of valves, and is one of the 
largest in this business. A catalogue 
of the company lists hundreds of sep- 
arate items which it manufactures. 
After poor results through 1935, 
earnings have been generally good in 
more recent years, and in 1942 net 
was $1.64 a share, with indications 
of better results for 1943. 
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tern. In the writer’s opinion, this is 
merely a technical phenomenon di- 
rectly attributable to previous large 
rise. Many people have cashable 
profits of substantial proportions in 
these shares; and it is now the obvi- 
ous consensus of “the market place” 
that, for an indefinite time, “the 
cream is .off” liquor stocks. 

There are various reasons why 
hard liquor equities have never com- 
manded a high investment prestige, 
even those with good earnings and 
dividend records; with the result 
that even in major market advances 
the price-earnings ratios of these 
stocks have remained on the moder- 
ate, if not low, side. Some investors 
still have moral scruples against 
sharing the fortunes of the industry. 
Some think liquor earnings and div- 
idends should be purchasable at a 
discount to allow for the possibility 
~faint though it may be—that na- 
tional Prohibition might return. The 
Drys win enough local option elec- 
tions to keep the national issue from 
becoming completely moribund. 
Then, too, there seems to be no end 
to the consumption taxes that are 
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piled on liquor—taxes which, in a 
period of declining employment and 
national income, would cut into con- 
sumer demand. Again, there is some 
uncertainty as to how long the en- 
forced non-production of whiskey 
will be maintained, whether or not 
inventories of aged liquor will 
stretch out over this period, what the 
situation of the industry may be in 
the initial years of peace. 

These are matters of opinion and 
conjecture—some of them matters of 
personal prejudices—rather than mat- 
ters of statistical analysis. The writ- 
er’s opinions are as follows: 

(1) We have been told on high 
authority that there is a good chance 
Germany will be defeated within this 
year. If so, surely the present re- 
strictions on whiskey-making are 
likely to be removed or greatly 
eased fairly promptly thereafter. In 
that event inventories of the larger 
companies, which are being prudent- 
ly conserved so far as reasonably 
possible—should readily last out the 
drought period in distilling. 

(2) National Prohibition will not 
return. 

(3) Over the longer-term a higher 
investment regard for liquor securi- 
ties probably will gradually develop, 
bringing higher average price-earn- 
ings ratios for seasoned companies 
with consistently good dividend rec- 
ords. 

Bearing on the third point—and 
potentially a very important factor— 
the leading companies (especially 
Schenley and National Distillers) 
have for some time been foliowing 
an aggressive policy of diversifica- 
tion, including research in and pro- 
motion of non-alcoholic, as well as 
non-beverage, products. In this re- 
spect—as well as in the growing pop- 
ularity of wines (in which these two 
companies now have a strong stake) 
each has distinct “growth” potentials. 

A significant difference between 
Schenley and National is that for 
some years Schenley let dividends 
wait—or paid only small dividends— 
in order to build aggressively for the 
future by strengthening inventory 
and financial positions. That the 
policy has “paid off’ is indicated, 
among other things, by the fact that 
Schenley has passed National in mar- 
ket price—after long selling well be- 
low it—and last year equalled Na- 
tional in per share dividend pay- 
ment. 

On a per share basis, there are 
substantially larger whiskey-inven- 
tory values in Schenley than in Na- 
tional; also, as the accompanying 
table shows, considerably larger book 
value and net quick assets. Schenley 
earnings reports for the 1943 fiscal 
vear and for the latest interim period 









show by far the largest percentage 
gains yet reported by any of the lead- 
ing companies. Next largest profit 
gains per share, among reports al- 
ready made available, were made by 
Hiram Walker-Gooderham & Worts. 
This company, again on a per share 
basis, has the largest earning power, 
book value and net quick assets of 
the Big Four, and is priced accord- 
ingly. 
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Higher leaf tobacco costs are likely 
to “stick” for a goodly time. No tax 
relief can be expected until after 
end of the war with Japan and then, 
for some time, only as regards the ex- 
cess profits tax. 

Dividends of all leading companies 
have been shaved during the war 
period, some more than once. In- 
creases over present rates in 1944 
appear quite out of the picture. On 
the other hand, existing rates of all 
cigarette companies appear  ade- 
quately covered at least for as far 
ahead as can be foreseen now. 

Under war conditions the profits 
and dividends of snuff manufacturers 
have been squeezed more severely 
than those of cigarette makers. This 
is because the same factors of high- 
er costs and taxes are present, 
without volume gains as large rel- 
atively as in cigarette consumption. 
The three large snuff companies, 
however, are noted for liquid finan- 
cial strength and remarkable liberal- 
ity in dividends—so much so that 
1943 payments of all three may con- 


ceivably be repeated this year, 
though they moderately exceed 
probable current earning power. 


Even allowing for possible eventual 
further cut in dividends—moderate 
in any event, so far as the writer 
can see—all three of these stocks in- 
vite consideration for income yield. 

The cigar companies represent the 
luxury branch of the tobacco trade 
and are doing very well indeed 
under war conditions. Though sell- 
ing prices are frozen, this has not 
prevented sales emphasis on the 
higher-price varieties. Present earn- 
ings compare quite well with pre- 
war, strikingly so in the case of Con- 
solidated Cigar whose equity is the 
most speculative of the three tabu- 
lated. Without return of pre-war 
costs and taxes, any decline in vol- 
ume either in the transitional phase 
or post-war would hurt. General 
Cigar has by far the best longer term 
back record of the three listed cigar 
companies. 
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stick for plant release under partial 
reconversion, permitting equitable 
freeing from war production, would 
seem to pose perhaps the most difh- 
cult reconversion problem the Gov- 
ernment will face. So long as the Jap- 
anese war continues, aircraft and air- 
craft components requirements can 
be expected to rise continuously. Ord- 
nance needs, particularly ammuni- 
tion, guns and vehicles, on the other 
hand will be shunted much lower 
than current levels. ‘Thus compa- 
nies which have tied up key facilities 
with aircraft output will be less able 
to reconvert than those primarily oc- 
cupied with ordnance work. Since 
from the production standpoint, the 
situation is extremely mixed, it is of 
interest to examine the present indus- 
try line-up. 

Chevrolet, largest unit producer, 
can probably turn out limited num- 
bers of passenger cars in fairly con- 
venient order. Despite its heavy pro- 
gram on aircraft parts, the company 
has enough plants and standby {facili- 
ties to maintain its aircraft schedules 
and still meet a certain amount of 
civilian demand though much of such 
production might have to be shunted 
to branch plants. The same applies 
to Ford who, thanks to the great 
flexibility of the Rouge works, should 
be able to make a fairly ready start 
when relieved from ordnance com- 
mitments. But Ford is not so fortu- 
nately situated as Chevrolet in regard 
to available branch plant facilities 
many of which have been sold or 
leased to the Army; however, their 
lack will impair mass production 
rather than limited production. 

Among other General Motors 
units, Pontiac is favorably situated 
for reconversion. Its war work large- 
ly involved anti-aircraft gun manu- 
facture and this program is already 
in a declining phase. Oldsmobile is 
in a comparable position with the 
bulk of its war task concentrated on 
guns; this division, too, should rap- 
idly become available after the end of 
the European war. Cadillac’s plant 
in Detroit, while heavily loaded with 
Allison engine parts production, has 
been devoted in major degree to out- 
put of medium tanks. Here, too, at 
least partial availability of facilities 
for car production appears assured 
under partial reconversion though 
the body supply may pose a problem. 
On. the other hand, Buick is definite- 
ly a borderline case since the com- 
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pany’s prime stake in the armament 
program is production of aircraft mo- 
tors. Availability of facilities for car 
manufacture would depend entirely 
on future aircraft engine require- 
ments. 

Among Chrysler units, Plymouth 
may encounter severe problems since 
its aircraft work is fairly substantial, 
occupying a considerable portion of 
plant space. At best, only a very lim- 
ited amount of automobile assembly 
might at first be possible. With 
Dodge, the situation is somewhat 
similar though the proportion of 
ordnance work is greater, enabling 
probably limited resumption of pas- 
senger car production despite main- 
tenance of aircraft and marine re- 
quirements needed for the war in the 
Far East. The Chrysler division it- 
self is producing a variety of arma- 
ment needs, mainly bound up with 
ground equipment. It would seem 
that the conclusion of the European 
war would permit fairly ready re- 
conversion. On the other hand, De 
Soto, producing airframes, would 
hardly be able to resume passenger 
car production so long as heavy air- 
craft production is required. 

Studebaker should be able to re- 
convert fairly readily. While the 
company’s largest program is the pro- 
duction of aircraft motors, these are 
manufactured in separate DPC 
plants. Its own facilities are entirely 
devoted to military truck output, 
hence reconversion problems are 
quite small. 

Packard is in a poor position to 
reconvert until aircraft needs are all 
met. The company is up to its ears 
ii aircraft and marine motor produc- 
tion and unless alternate arrange- 
ments can be made, reconversion will 
have to wait until this production is 
no longer required. Hudson’s re- 
conversion possibilities are somewhat 
obscure as the company is making 
widely divergent requirements in- 
cluding aircraft and marine equip- 
ment, demand for which presumably 
will continue for some time. Nash- 
Kelvinator’s position is also difficult. 
Operations are tied up with aircraft 
engine and helicopter work and un- 
til these programs are concluded, 
chances for finding adequate plant 
space for passenger car production 
appear small. Willys-Overland, on 
the other hand, should be able to 
resume fairly readily. Its outstand- 
ing war product is the jeep, necessi- 
tating maintenance of assembly line 
and parts production facilities so that 
reconversion problems are fairly 
minor, compared to others. Even 
should the jeep program continue, 
room might be made between sched- 
ules for manufacture of passenger 
cars. 


The aforementioned data are based 
primarily on company activity, as 
‘apart from corporate planning and 
therefore affords no more than a 
broad approach to the general prob- 
lem. Naturally no concern can look 
ahead clearly, nor would it reveal 
incomplete findings. Hence there 
may be surprises when the actual go 
ahead signal is given. Availability 
of body building facilities serves to 
complicate the general outlook, as 
described above, since many body 
plants, including basic Fischer body 
facilities as well as Briggs and Mur- 
ray Corp. are heavily loaded with air- 
frame work. Only Ford’s body-mak- 
ing facilities can probably be recon- 
verted without interference with vital 
war programs thai must go on. Some- 
what the same holds true for Chrys- 
ler’s body making facilities but to a 
definitely lesser degree. Budd Mig. 
plants should be fairly readily con- 
vertible but company-owned facilities 
of Hudson, Nash and Packard are all 
virtually pre-empted by aircraft pro- 
duction schedules. The over-all situ- 
ation is such that at least initially, 
intra-industry arrangements may well 
be required to maintain even limited 
production. 

These problems, however, are not 
of an immediate nature. For the time 
being, the automotive industry re- 
mains one of our outstanding war 
producers and will continue so until 
the end of the conflict in Europe. In 
the interim, Government frowns even 
on modest partial reconversion where 
facilities and materials become avail- 
able; rather it prefers to keep facili- 
ties on a standby basis. Cut-backs 
and cancellations, wherever possible, 
are replaced with new orders, mainly 
fitting into the vital aircraft and ma- 
rine program to keep plants busy and 
avert unemployment. 

From the standpoint of sales and 
earnings, further over-all gains are 
indicated at least for the early 
months to come. The huge backlog 
of orders, unless severely reduced by 
cancellations, is ample assurance 
against any precipitate drop in activ: 
ity. Earningswise, companies concen- 
trating on aircraft work are doubt- 
less best situated despite a definite 
trend towards narrower margins but 
for others, too, earnings should con- 
tinue quite favorable. ‘This applies 
especially to truck manufacturers for 
reasons already cited. Parts manu- 
facturers will also be called upon to 
mect continued heavy demands de- 
spite 1943 record sales. Taxes, re- 
negotiation and continued heavy cap- 
ital demands for current high opera- 
tions will serve to keep dividends on 
a relatively conservative basis but 
they should be well maintained 
around current levels. 
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It would appear that the liquidat- 
ing value of American Light & Trac- 
tion common shares is in excess of 
the current market price while cur- 
rent assets are about three times cur- 
rent liabilities. “Should the market 
price advance to between 25, and go 
without any essential change in the 
overall picture, it would seem liqui- 
dation of these shares would be the 
wise course. 


Old Colony Railroad Bonds 


Could you give me some information 
on the Old Colony Railroad 5%s of 
1944? J own 2,000, what is the present 
price of the bond?—J. L., Avondale 
Estates, Ga. 


The Old Colony Railroad 51s of 
1944, to which you refer in your 
letter of the 12th, are quoted around 
2g cents on the dollars. On Decem- 
ber 21, 1943, Federal Judge Hincks 
approved the acquisition of Old Col- 
ony by the New Haven Railroad on 
the basis of $3,920,927 in new fixed 
interest bonds and $3,690,695 income 
bonds of the reorganized New York, 
New Haven & Hartford Railroad, 
being about 70 per cent more in 
fixed interest and about 100 per 
cent more in income bonds than 
originally proposed by the Interstate 
Commerce Commission. 

Since there are $6,250,000 of the 
Qld Colony bonds to particpate in 
distribution plus possibly $700,000 
in notes, there may be room for 
further appreciation, dependent of 
course on the price the new New 
Haven bonds will command in the 
market. 


American Rolling Mill 4-/2% 
Preferred 


Please give me some information on 
American Rolling Mill preferred paying 
4-4. Do you regard it a good invest- 
ment for post-war income? I will ap- 
preciate any information you will be 
kind enough to give me. J. M. R., 
Williamsport, Pa. 


About 80% of American Rolling 
Mills business comprises sheets for 
the automobile, refrigerator, elec- 
trical equipment, household furnish- 
ings, etc. trades normally. The rest 
is in bars, light structurals, with some 
tie plates and car wheels for the 
railroads. A Government owned 
synthetic scrap plant at Ashland, 
Kentucky, is leased by the company. 
Ore for the blast furnaces is partly 
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* pacity during recent years. 


purchased. Royalties on the _pat- 
ented continuous rolling process 
average around 10% of net income 
before depreciaton. The company 
also owns about half interest in 
Rustless Iron & Steel Company. 

The company has a funded debt of 
$24,827,954; 449,930 shares of $4.50 
cumulatiye convertible preferred 
stock &nd 2,868,700 shares of com- 
mon stock with a par value of $25.00. 
During 1941, $12,500,000 debentures 
were sold for expansion. Arrange- 
ments were also made to borrow 
$12,000,000 from the R.F.C. with the 
Defense Plant Corporation to ad- 
vance $23,000,000 or a total of $51.,- 
000,000 program. 

The $4.50 cumulative convertible 
preferred stock is redeemable at 105 
until July 15, 1947, and decreasing 
prices thereafter. It is convertible in- 
to common stock at $47.50 until July 
15, 194% and at $50.00 to July 15, 
1947. The company earned $17.29 
on the preferred stock in 1942 as 
compared with $24.96 in 1941. In 
the first nine months of 1943, it 
earned $12.01 on the _ preferred 
stock as compared with $13.50 for 
the same period of 1942. Although 
good earnings are indicated during 
the emergency period, the longer 
term outlook is uncertain because of 
sharply increased competiton in the 
sheet steel business. It remains to 
be seen if market diversification to 
increase average realized selling 
prices, and plant improvement and 
extensions at lower cost, can com- 
pensate for the major increase in 
the industry’s continuous mill ca- 
Royalty 
income will probably remain un- 
important, but prospects are better 
for return on the investment in 
Rustless Iron & Steel Company. The 
preferred stock sold as high as 6914 
in 1943, the low being 54 and the 
last around 653,. 

While the liberal income yield of 
about 6.7% gives the preferred stock 
attraction, it cannot be classified as 
a high grade preferred stock. Sharon 
Steel $5.00 convertible preferred 
stock is selling at the same price and 
yields you about 7.5%. Sharon 
Steel earned $23.16 on its preferred 
stock in 1942 as, compared with 
$27.35 in 1941. In the first six 
months of 1943, it earned $15.66 on 
its preferred stock as compared with 
$10.67 for the first half of 1942. 
Sharon Steel preferred stock at cur- 
rent price looks a little more at- 
tractive from an analytical and sta- 
tistcal viewpoint than American 
Rolling Mills preferred stock. 
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$50,000 each. 

The war-time bonanza enjoyed by 
the industry resulted in considerable 
strengthening of financial structures 
and as a consequence, liberal divi- 
dend policies are probable for most 
companies in 1944. Earnings of com- 
panies with a stake in the British 
motion picture field are materially 
aided by prompt release of accrued 
revenues, removing earlier necessity 
of creating large reserves against froz- 
en funds. Most companies at pres- 
ent are in a far stronger financial po- 
sition than at any time in their his- 
tory which augurs well for their 
post-war outlook. Although compe- 
tition from other forms of amuse- 
ment, now restricted, may then cut 
into revenues, the re-opening of for- 
eign markets and expansion into new 
ones should provide good offsets for 
the future. 

Among individual companies, 
Loew’s, the only “blue chip” in the 
group, has appeal for its liberal and 
secure yield, currently around 614%. 
Twentieth - Century - Fox, yielding 
over 9%, through expansion in the 
exhibition field is materially broad- 
ening its earning base and _ holds 
marked speculative appeal. So do 
Paramount and Warner Bros., revi- 
talized by progressive management 
and simplification of financial struc- 
tures. Paramount’s excellent recov- 
ery should make the present 5% 
yield fairly secure. Warner Bros., by 
systematic debt reduction, is paving 
the way for eventual resumption of 
dividends, suspended since 1929. Per 
share earnings of Universal Pictures 
are expected to continue large, even 
after allowance for exercise of stock 
warrants outstanding. As a result of 
the merger with its operating com- 
pany, the capital structure is mate- 
rially strengthened and the company 
should continue to better its competi- 
tive position. In time, the $1 divi- 
dend resumed in 1943 and yielding 
6% may be raised. Technicolor, still 
in a growth phase, can look forward 
to steadily expanding demand for 
color films. Recent operating results 
benefitted importantly from the half 
cent price advance per foot which 
went into effect July 1. Benefits 
therefrom should become even more 
apparent this year, reflecting the 
greater number of color features 
scheduled by the industry and record 
work done for Army and Navy edu- 
cational films. Longer-turn prospect 
appear good. 
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